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RURAL  COMMUNITY  DEVELOPMENT  ACT  AND 
RURAL  DEVELOPMENT  POLICY  ACT 


TUESDAY,  KABCH  21,  1978 

House  of  Representatives, 
Subcommittee  on  Family  Farms, 
Rural  Development,  and  Special  Studies 

of  the  Committee  on  Agriculture, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  1302, 
Longworth  House  Office  Building,  Hon.  Richard  Nolan  (chairman  of 
the  subcommittee)  presiding. 

Present:  Representatives  Breckinridge,  Bedell,  Grassley,  Sebelius, 
and  Coleman. 

Staff  present:  Anita  R.  Brown,  clerk;  James  W.  Swiderski  and 
Stephen  T.  Adams. 

Mr.  Nolan.  The  subcommittee  on  Family  Farms,  Rural  Develop- 
ment, and  Special  Studies  will  come  to  order. 

This  is  the  first  of  3  days  of  hearings  scheduled  by  this  subcom- 
mittee on  H.R.  9983,  the  Rural  Community  Development  Act,  and 
H.R.  10885,  the  Rural  Development  Policy  Act. 

Today  and  tomorrow  we  will  hear  from  public  witnesses  on  the 
merits  of  this  legislation  and  their  concerns  relative  to  current  Fed- 
eral policies  and  programs  that  affect  rural  areas. 

On  April  19  we  will  hear  from  a  variety  of  administration  wit- 


Without  objection,  both  bills  will  appear  in  the  hearing  record  at 
this  time. 

[The  bills,  H.R.  9983  and  H.R.  10885,  and  the  reports  from  U.S. 
Department  of  Agriculture  follow:] 

(l) 
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-.as-  h.  R.  9983 


IN  THE  HOUSE  OF  REPRESENTATIVES 

November  3,1977 

Mr.  Grasslet  (for  himself  and  Mr.  Nolan)  introduced  the  following  bill ; 
which  was  referred  jointly  to  the  Committees  on  Agriculture  and  Hanking, 
Finance  and  Urban  Affairs 


A  BILL 

To  establish  a  separate  community  development  program  for 
units  of  general  local  government  which  have  a  population  of 
twenty  thousand  or  fewer  individuals  and  are  located  in  non- 
metropolitan  areas. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SHORT  TITLE 

4  Section  1.  This  Act  may  be  cited  as  the  "Rural  Com- 

5  munity  Development  Act  of  1977". 

6  FINDINGS  AND  PURPOSES 

7  Sec.  2.  {a)  The  Congress  finds  that— 

8  (1)   a  significant  percentage  of  the  population  of 

9  .the  United  States  lives  in  small,  rural  communities  with 
10  populations  of  twenty  thousand  or  fewer  individuals; 
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1  (2)  the  ability  of  such  communities  to  maintain  a 

2  prosperous  living  environment  rests  on  the  prevention 

3  of  physical  blight,  the  elimination  of  blight  where  it 

4  already  exists,  the  attraction  of  both  public  and  private 

5  investment  to  insure  a  sound  local  economy,  and  the 

6  promotion  of  sound  economic  and  industrial  develop- 

7  ment; 

8  (3)  the  physical,  social,  and  economic  vitality  of  the 

9  Nation's  small,  rural  communities  is  essential  to  the  long- 

10  term  vitality  of  the  Nation  as  a  whole; 

11  (4)   systematic,  coordinated,  and  sustained  action 

12  by  Federal,  State,  and  local  governments  is  needed 

13  to  eliminate  blight,  to  conserve  and  rehabilitate 
^  older  areas,  and  to  improve  the  living  environment 
15  in  such  communities;  and 

-16  (5)    such  communities,  lacking  sufficient  capabil- 

17  ities  available  to  larger  communities  to  apply  for  and 

18  carry  out  programs  funded  with  Federal  assistance, 
*9  should  not  have  to  compete  with  larger  communities 
*"  in  order  to  obtain  community  development  funds. 

21  (b)  The  purposes  of  this  Act,  therefore,  are  to — 

22  (1)  promote  activities  conducive  to  establishing  and 

23  maintaining  the  long-term  social,  economic,  and  physical 

24  vitality  of  small,  rural  communities: 
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1  (2)  eliminate  slums  and  blight  in  such  communities 

2  and  circumstances  contributing  to  such  slums,  and  blight; 

3  (3)  eliminate  conditions  detrimental,  and  promote 

4  conditions  conducive,  to  the  health,  safety,  and  public 

5  welfare  in  small,  rural  communities; 

5  (4)  conserve,  rehabilitate,  and  expand  decent  hous- 

rj  ing  and  a  decent  living  environment  for  the  residents  of 

g  such  communities; 

9  (5)    make  accessible  to  such  communities,  taking 

10  into  consideration  their  limited  administrative  and  finan- 

11  cial  capacities,  services  essential  for  sound  community 

12  development; 

13  (6)    insure,  to  the  maximum  extent  practicable, 

14  that  benefits  resulting  from  governmental  and  private 

15  efforts  to  restore  or  insure  the  continued  vitality  of  small, 

16  rural  communities  will  accrue  to  citizens  of  every  age, 

17  race,  sex,  and  economic  circumstance; 

18  (7)  assure  that  community  development  assistance 

19  will  be  provided,  with  a  minimum  of  delay  and  with  a 

20  maximum  degree  of  certainty,  in  order  to  allow  such 

21  communities  which  are  applying  for  funds  to  plan  ra- 

22  tionally  for  community  development  activities;  and 

23  (8)    encourage  community  development  activities 

24  consistent  with  comprehensive  local  and  areawide  devel- 

25  opment  planning. 
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1  DEFINITIONS 

2  Sec.  3.  As  used  in  this  Act— 

3  (1)    The  term  "nonmetropolitan  unit  of  general 

4  local  government"  means  any  city,  county,  town,  town- 

5  ship,  parish,  village,  or  other  general  purpose  subdivi- 

6  sion  of  a  State  if  such  unit  is  located  in  a  nonmetro- 

7  politan  area  and  has  a  population  of  twenty  thousand  or 

8  fewer  individuals. 

9  (2)    The  term  "State"  means  any  State  of  the 

10  United  States,  or  any  instrumentality  thereof  approved 

11  by  the  Governor;  and  the  Commonwealth  of  Puerto 

12  Rico. 

13  (3)  The  term  "nonmetropolitan  area"  means  any 

14  area  located  in  the  United  States  outside  of  a  standard 

15  metropolitan    statistical    area    as    established    by    the 

16  Office  of  Management  and  Budget. 

17  (4)    The  term   "Community  Development  Pro- 

18  gram"  means  a  program  described  in  section  5  (a) . 

19  (5)  The  term  "Secretary"  means  the  Secretary  of 

20  Agriculture. 

21  (b)   Where  appropriate,  the  definitions  in  subsection 

22  (a)  shall  be  based,  with  respect  to  any  fiscal  year,  on  the 

23  most  recent  data  compiled  by  the  United  States  Bureau  of 

24  the  Census  and  the  latest  published  reports  of  the  Office  of 

25  Management  and  Budget  available  ninety  days  prior  to  the 
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1  beginning  of  such  fiscal  year.  The  Secretary  may  by  regu- 

2  lation  change  or  otherwise  modify  the  meaning  of  the  terms 

3  defined  in  subsection  (a)  in  order  to  reflect  any  technical 

4  change  or  modification  thereof  made  subsequent  to  such  date 

5  by  the  United  States  Bureau  of  the  Census  or  the  Office  of 

6  Management  and  Budget. 

7  (c)    One  or  more  public  agencies,  including  existing 

8  local  public  agencies,  may  be  designated  by  the  chief  execu- 

9  tive  officer  of  a  nonmetropolitan  unit  of  general  local  govern- 

10  ment  to  undertake  a  Community  Development  Program  in 

11  whole  or  in  part. 

12  AUTHORIZATION  TO  MAKE  GRANTS 

13  Sec.  4.  (a)  The  Secretary  is  authorized  to  make  grants 
1*    to  nonmetropolitan  units  of  general  local  government  to  help 

15  finance  community  development  programs  approved  in  ac- 

16  cordance  with  the  provisions  of  this  Act.  For  the  purpose 
n    of  making  such  grants,  there  are  authorized  to  be  appropri- 

18  ated  not  to  exceed  $400,000,000  for  the  fiscal  year  ending 

19  September  30,  1979,  not  to  exceed  $425,000,000  for  die 

20  fiscal  year  ending  September  30,  1980,  and  not  to  exceed 

21  $450,000,000  for  the  fiscal  year  ending  September  30,  198L 

22  Any  amount  which  is  authorized  to  be  appropriated  under 

23  this  subsection  for  any  fiscal  year  and  which  is  not  appro- 

24  priated  for  such  year  is  authorized  to  be  appropriated  for 

25  any  succeeding  fiscal  year. 
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2  (b)  In  addition  to  the  authority  to  make  grants  under 

2  subsection  (a) ,  the  Secretary  is  authorized  to  make  grants 

3  to  nonmetropolitan  units  of  general  local  government  with  a 

4  population  of  ten  thousand  or  fewer  individuals  for  the  pur- 

5  pose  of  assisting  such  units  in  applying  for  grants  under  sub- 
$  section  (a).  There  are  authorized  to  be  appropriated  such 
7  sums  as  may  be  necessary  for  the  purpose  of  carrying  out 
g  this  subsection. 

9  (c)   Sums  appropriated  pursuant  to  this  section  shall 

10  remain  available  until  expended. 

U  APPLICATION  AND  REVIEW  REQUIREMENTS 

12  £tac.  5.  (a)  No  grant  may  be  made  pursuant  to  seo- 

13  tion  4  (a)  unless  an  application  has  been  submitted  to  the 

14  Secretary  in  which  the  applicant— 

15  (1)  sets  forth  a  summary  of  a  community  develop- 

16  ment  plan  which   identifies   community  development 

17  needs; 

18  (2)  formulates  a  program  which  (A)  includes  the 

19  activities  to  be  undertaken  to  meet  its  community  devel- 

20  opment  needs  and  objectives,  together  with  estimated 

21  costs  and  general  location  of  such  activities,  and   (B) 

22  indicates  resources,  other  than  those  provided  under  this 

23  Act,  which  are  expected  to  be  made  available  toward 

24  meeting  its  identified  needs  and  objectives ; 

25  (3)    describes  a  program  designed  to — 
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1  (A)    eliminate  or  prevent  slums,  blight,  and 

2  deterioration  where  such  conditions  or  needs  exist; 

3  and 

4  (B)    provide    improved   community   facilities 

5  and  public  improvements,  including  the  provision 

6  of  supporting  health,  social,  and  similar  services 

7  where  necessary  and  appropriate;  or 

8  (C)  provide  new,  or  maintain  present,  employ- 

9  ment  opportunities  in  the  community; 

10  (4)  demonstrates  that  the  projects  for  which  fund- 

11  ing  is  sought  is  a  part  of  the  program  designed  to  meet 

12  the  purposes  of  this  Act; 

13  (5)   provides  satisfactory  assurances  that  the  pro- 

14  gram  will  be  conducted  and  administered  in  conformity 

15  with  Public  Law  88-352  and  Public  Law  90-284;  and 

16  (6)   provides  satisfactory  assurances  that,  prior  to 

17  submission  of  its  application,  it  has  (A)  prepared  and 

18  followed  a  written  citizen  participation  plan  which  pro- 

19  vides  citizens  an  opportunity  to  participate  in  the  devel- 

20  opment  of  the  application,  encourages  the  submission  of 

21  views  and  proposals,  particularly  by  residents  of  blighted 

22  neighborhoods  and  citizens  of  low-  and  moderate-income, 

23  provides  for  timely  responses  to  the  proposals  submitted, 

24  and  schedules  hearings  at  times  and  locations  which 

25  permit  broad  participation;  (B)  provided  citizens  with 
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1  adequate  information  concerning  the  amount  of  funjls 

2  available  for  proposed  community  development  activities 

3  and  housing  activities,  the  range  of  activities  that  may 

4  be  undertaken,  and  other  important  requirements;  (G) 

5  held  public  hearings  to  obtain  the  views  of  citizens  on 

6  community  development  and  housing  needs;  and  (D) 

7  provided  citizens  with  an  opportunity  to  submit  com- 

8  ments  concerning  the  community  development  perform- 

9  ance  of  the  applicant;  but  nothing  in  this  paragraph 

10  shall  Be  construed  to  restrict  the  responsibility  and  au- 

11  thority  of  the  applicant  for  the  development  of  the  appli- 

12  cation  and  the  execution  of  its  community  development 

13  .       program. 

14  (b)(1)  Not  more  than  10  per  centum  of  the  estimated 

15  costs  referred  to  in  subsection  (a)  (2)  which  are  to  be  iri- 

16  curred  during  any  contract  period  may  be  designated  for 

17  unspecified  local  option  activities  which  are  eligible  for  assist- 

18  ance  under  section  6  (a)   or  for  a  contingency  account  for 

19  activities  designated  by  the  applicant  pursuant  to  subsection 

20  (a)(2). 

2i  (2)  Any  grant  under  tins  Act  shall  be  made  only  on 

22  condition  that  the  applicant  certify  to  the  satisfaction  of  the 

23  Secretary  that  its  community  development  program  has  been 

24  *  developed  so  as  to  give  maximum  feasible  priority  to  activi- 

25  ties  which  will  (A)  benefit  low-  and  moderate-inoome  fam* 
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1  ilies,   (B)  aid  in  the  prevention  or  elimination  of  slums  or 

2  blight,  or  (0)  aid  in  providing  new  or  maintaining  present 

3  employment  opportunities.  The  Secretary  may  also  approve 

4  an  application  describing  activities  which  the  applicant  certi- 

5  fies  and  the  Secretary  determines  are  designed  to  meet  other 

6  community  development  needs  having  a  particular  urgency 

7  because  existing  conditions  pose  a  serious  and  immediate 

8  threat  to  the  health  or  welfare  of  the  community,  and  other 

9  financial  resources  are  not  available. 

10  (3)  The  Secretary  may  waive  all  or  part  of  the  require- 

11  ments  contained  in  paragraphs  (1),   (2),  and  (3)  of  sub- 

12  section  (a)  if  (A)  the  application  does  not  involve  a  com- 

13  prehensive  community  development  program,  as  determined 

14  by  the  Secretary;  and   (B)   the  Secretary  determines  that, 

15  with  regard  to  the  nature  of  the  activity  to  be  carried  out, 

16  such  waiver  is  not  inconsistent  with  the  purposes  of  this 

17  Act. 

18  (4)  The  Secretary  may  accept  a  certification  from  the 

19  applicant  that  it  has  complied  with  the  requirements  of  para- 

20  graphs   (5)   and  (6)   of  subsection   (a) . 

21  (c)  If  the  Secretary  approves  a  grant  to  a  nonmetro- 

22  politan  unit  of  general  local  government  which  has  a  com- 

23  prehensive  community  development  program  with  provision 

24  for  lower-income  housing,  the  Secretary  may  make  commit- 

25  ments  to  any  such  unit  of  general  local  government  for 
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1  specified  grant  amounts  for  up  to  a  period  of  three  years, 

2  subject  to  the  availability  of  appropriations.  In  determining 

3  whether  to  make  such  a  commitment  to  a  nonmetropolitan 

4  unit  of  general  local  government,  the  Secretary  shall  give 

5  special  consideration  to  those  communities,  presently  carrying 

6  out  comprehensive  community  development  programs,  and 

7  shall  consider  such  factors  as  the  unit's  engaging  in  economic 

8  redevelopment  activities,  past  performance  of  the  unit  in 

9  community  development  activities,  the  function  of  the  unit 

10  as  a  regional  center  of  economic  development  and  activity, 

11  impact  on  the  unit's  growth  of  national  policy  or  direct  Fed- 

12  eral  program  decisions,  the  potential  for  having  increased 

13  employment  within  such  unit  as  a  result  of  community  devel- 

14  opment  activity,  the  physical  and  economic  deterioration 

15  within  the  unit  (taking  into  consideration  the  housing  needs 

16  of  low-  and  moderate-income  people) ,  the  extent  to  which 

17  the  unit's  activity  or  program  of  activities  is  necessary  to 

18  alleviate  a  serious  threat  to  health  or  safety,  the  capacity  of 

19  the  unit  to  carry  out  such  programs,  and  any  other  factors 

20  deemed,  by  the  Secretary,  to  be  relevant  to  carrying  out  the 

21  purposes  of  this  Act.  The  Secretary  shall  distribute  funds 

22  under  this  Act  in  such  a  manner  as  to  insure  that  a  reasonable 

23  proportion  of  grants  is  available  to  applicants  which  are  not 

24  seeking  funding  for  comprehensive  community  development 

25  programs. 
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1  (d)  Each  grantee  shall  submit  to  the  Secretary  a  per- 

2  formance  report  concerning  the  activities  carried  out  pur- 

3  suant  to  this  Act,  together  with  an  assessment  by  the  grantee 

4  of  the  relationship  of  those  activities  to  the  objectives  of  this 

5  Act  and  the  needs  and  objectives  identified  in  the  grantee's 

6  statement  submitted  pursuant  to  subsection  (a) .  The  Secre- 

7  tary  shall  make  such  reviews  and  audits  as  may  be  necessary 

8  or  appropriate  to  determine  whether  the  grantee  has  carried 

9  out  a  program  substantially  as  described  in  its  application, 

10  whether  that  program  conformed  to  the  requirements  of  this 

11  Act  and  other  applicable  laws,  and  whether  the  applicant  has 

12  a  continuing  capacity  to  carry  out  in  a  timely  manner  the 

13  approved  community  development  program.  The  Secretary 

14  may  adjust,  reduce,  or  withdraw  grant  funds,  or  take  other 

15  action  as  appropriate  in  accordance  with  reviews  and  audits, 

16  except  that  funds  already  expended  on  eligible  activities 

17  under  this  Act  shall  not  be  recaptured  or  deducted  from 

18  future  grants. 

19  (e)   No  grant  may  be  made  under  this  Act  unless  the 

20  application  therefor  has  been  submitted  for  review  and  com- 

21  ment  to  an  areawide  agency  under  procedures  established  by 

22  the  President  pursuant  to  title  II  of  the  Demonstration  Cities 

23  and  Metropolitan  Development  Act  of  1966  and  tide  IV  of 

24  the  Intergovernmental  Cooperation  Act  of  1968. 

25  (f )  Insofar  as  they-  relate  to  funds  provided  under  this 
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1  Act,  the  financial  transactions  of  recipients  of  such  funds 

2  may  be  audited  by  the  General  Accounting  Office  under 

3  such  rules  and  regulations  as  may  be  prescribed  by  the 

4  Comptroller  General  of  the  United  States.  The  representa- 

5  tives  of  the  General  Accounting  Office  shall  have  access  to 

6  all  books,  accounts,  records,  reports,  files,  and  other  papers, 

7  things,  or  property  belonging  to  or  in  use  by  such  recipients 

8  pertaining  to  such  financial  transactions  and  necessary  to 

9  facilitate  the  audit 

10  (g)  (1)    la  order  to  assure  that  the  policies  of  the 

11  National  Environmental  Policy  Act  of  1969  are  most  ef- 

12  fectively  implemented  in  connection  with  the  expenditure 

13  of  funds  under  this  Act,  and  to  assure  to  the  public  un- 

14  diminished  protection  of  the  environment,  the  Secretary,  in 

15  lieu  of  the  environmental  protection  procedures  otherwise 

16  applicable,  may  under  regulations  provide  for  the  release 

17  of  funds  for  particular  projects  to  applicants  who  assume  all 

18  of  the  responsibilities  for  environmental  review,  decision- 

19  making,  and  action  pursuant  to  such  Act  that  would  apply 

20  to  the  Secretary  were   the  Secretary  to  undertake   such 

21  projects   as   Federal   projects.   The   Secretary   shall    issue 

22  regulations  to  carry  out  this  subsection  only  after  consultation 

23  with  the  Council  on  Environmental  Quality. 

24  (2)  The  Secretary  shall  approve  the  release  of  funds 

25  for  projects  subject  to  the  procedures  authorized  by  this  sub- 
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1  section  only  if,  at  least  fifteen  days  prior  to  such  approval 

2  and  prior  to  any  commitment  of  funds  to  such  projects 

3  other  than  for  purposes  authorized  hy  section  6(a)  (12)  or 

4  for  environmental  studies,  the  applicant  has  submitted  to  the 

5  Secretary  a  request  for  such  release  accompanied  by  a  certi- 

6  fication  which  meets  the  requirements  of  paragraph    (3) . 

7  The  Secretary's  approval  of  any  such  certification  shall  be 

8  deemed  to  satisfy  his  responsibilities  under  the  National 

9  Environmental  Policy  Act  insofar  as  those  responsibilities 

10  relate  to  the  applications  and  releases  of  funds  for  projects 

11  to  be  carried  out  pursuant  thereto  which  are  covered  by 

12  such  certification. 

33  (3)  A  certification  under  the  procedures  authorized  by 

14  this  subsection  shall — 

15  (A)  be  in  a  form  acceptable  to  the  Secretary, 

Iq  (B)  be  executed  by  the  chief  executive  officer  or 

17  other  officer  of  the  applicant  qualified  under  regula- 

18  tions  of  the  Secretary, 

19  (C)  specify  that  the  applicant  has  fully  carried  out 

20  its  responsibilities  as  described  under  paragraph  (1)  of 

21  this  subsection,  and 

22  (D)  specify  that  the  certifying  officer  (i)  consents 

23  to  assume  the  status  of  a  responsible  Federal  official 

24  under  the  National  Environmental  Policy  Act  of  1969 

25  insofar  as  the  provisions  of  such  Act  apply  pursuant  to 
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1  paragraph   (1)   of  this  subsection,  and   (ii)   is  author- 

2  ized  and  consents  on  behalf  of  the  applicant  and  himself 

3  to  accept  the  jurisdiction  of  the  Federal  courts  for  the 

4  purpose  of  enforcement  of  his  responsibilities  as  such  an 

5  official. 

6  COMMUNITY  DEVELOPMENT  PKOGRAM  ACTIVITIES 

7  ELIGIBILITY  FOB  ASSISTANCE 

8  Sec.  6.    (a)    A  community  development  program  as- 

9  sisted  under  this  Act  may  include  only— 

10  (1)  the  acquisition  of  real  property  (including  air 

11  rights,  water  rights,  and  other  interests  therein)  which  is 

12  (A)  blighted,  deteriorated,  deteriorating,  undeveloped, 

13  or  inappropriately  developed  from  the  standpoint  of 

14  sound  community  development  and  growth;  (B)  appro- 

15  priate  for  rehabilitation  or  conservation  activities;  (G) 

16  appropriate  for  the  preservation  or  restoration  of  historic 

17  sites,  the  beautification  and  conservation  of  open  spaces, 

18  natural  resources,  and  scenic  areas,  the  provision  of 

19  recreational    opportunities,    or   the   guidance   of   land 

20  development;    (D)    to  be  used  for  the  provision  of 

21  public  works,  facilities,  and  improvements  eligible  for 

22  assistance  under  this  title;  or  (E)  to  be  used  for  other 

23  public  purposes; 

24  (2)    the  acquisition,   construction,   reconstruction, 

25  or  installation  of  public  works,  facilities,  and  site  or  other 
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2  improvements — including  neighborhood  facilities,  centers 

2  for  the  handicapped,  senior  centers,  historic  properties, 

3  utilities,  streets,  street  lights,  water  and  sewer  facilities, 

4  foundations  and  platforms  for  air  rights  sites,  pedestrian 

5  malls  and  walkways,  and  parks,  playgrounds,  and  rec- 
5  reation  facilities,  flood  and  drainage  facilities,  and  other 

7  essential  facilities  in  cases  where  assistance  for  such 

8  facilities  under  other  Federal  laws  or  programs  is  deter- 

9  mined  to  be  unavailable,  and  parking  facilities,  solid 

10  waste  disposal  facilities,  and  fire  protection  services  and 

11  facilities  which  are  located  in  or  which  serve  designated 

12  community  development  areas; 

13  (3)  code  enforcement  in  deteriorated  or  deteriorat- 

14  ing  areas  in  which  such  enforcement,  together  with 

15  public  improvements  and  services  to  be  provided,  may 

16  be  expected  to  arrest  the  decline  of  the  area; 

17  (4)    clearance,  demolition,  removal,  and  rehabili- 

18  tation  of  buildings  and  improvements. 

19  (5)    special  projects  directed  to  the  removal  of 

20  material  and  architectural  barriers  which  restrict  the 

21  mobility  and  accessibility  of  elderly  and  handicapped 

22  persons; 

23  (6)    payments  to  housing  owners  for  losses  of 

24  rental  income  incurred  in  holding  for  temporary  periods 

25  housing  units  to  be  utilised  for  the  relocation  of  indt- 


Digitized  by 


Google 


17 
16 

1  victuals  and  families  displaced  by  program  activities 

2  under  this  title; 

3  (7)   disposition    (through  sale,  lease,  donation,  or 

4  otherwise)   of  any  real  property  acquired  pursuant  to 

5  this  Act  or  its  retention  for  public  purposes; 

6  (8)  provision  of  public  services  not  otherwise  avail- 

7  able  in  areas  where  other  activities  assisted  under  this 

8  Act  are  being  carried  out  in  a  concentrated  manner,  or 

9  in   conjunction   with    existing   or   planned   low-   and 

10  moderate-income   housing   activities,    if   such   services 

11  are    determined    to   be    necessary    or   appropriate    to 

12  support    such    other    activities    and    if    assistance    in 

13  providing  or  securing  such  services  under  other  appli- 

14  cable  Federal  laws  or  programs  has  been  applied  for 

15  and  denied  or  not  made  available  within  a  reasonable 

16  period  of  time,  and  if  such  services  are  directed  toward 

17  (A)  improving  the  community's  public  services  and  fa- 

18  cilities,  including  those  concerned  with  the  employment, 

19  economic  development,  crime  prevention,  child  care, 

20  health,  drug  abuse,  education,  welfare,  or  recreation 

21  needs  of  persons  residing  in  such  areas,  and  (B)  coordi- 

22  nating  public  and  private  development  programs; 

23  (9)  payment  of  the  non-Federal  share  required  in 

24  connection  with  a  Federal  grant-in-aid  program  under- 

25  taken  as  part  of  the  community  development  program; 
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1  (10)  payment  of  the  cost  of  completing  a  project 

2  funded  under  title  I  of  the  Housing  Act  of  1949; 

3  (11)   relocation  payments  and  assistance  for  indi- 

4  viduals,  families,  businesses,  organizations,  and  farm  op- 

5  erations  displaced  by  activities  assisted  under  this  Act; 

6  (12)  activities  necessary  to  develop  a  policy-plan- 

7  ning-management  capacity  so  that  the  recipient  of  assist- 

8  ance  under  this  Act  may  more  rationally  and  effectively 

9  (A)  determine  its  needs,   (B)  set  long-term  goals  and 

10  short-term  objectives,   (C)  devise  programs  and  activi- 

11  ties  to  meet  these  goals  and  objectives,   (D)   evaluate 

12  the  progress  of  such  programs  in  accomplishing  these 

13  goals  and  objectives,  and   (E)   carry  out  management, 

14  coordination,  and  monitoring  of  activities  necessary  for 

15  effective  planning  in  implementation ;  and 

16  (13)    payment  of  reasonable  administration  costs 

17  and  carrying  charges  related  to  the  planning  and  exe- 

18  cution  of  community  development  and  housing  activi- 

19  ties,  including  the  provision  of  information  and  resources 

20  to  residents  of  areas  in  which  community  development 
2i  and  housing  activities  are  to  be  concentrated  with  respect 

22  to  the  planning  and  execution  of  such  activities. 

23  (b)  Upon  the  request  of  the  recipient  of  a  grant  under 

24  this  Act,  the  Secretary  may  agree  to  perform  administrative 

25  services  on  a  reimbursable  basis  on  behalf  of  such  recipient 
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-  in  connection  with  loans  or  grants  for  the  rehabilitation  of 

2  properties  as  authorized  under  subsection  (a)  (4) . 

3  DISTRIBUTION  OF  FUNDS 

4  Sec.  7.    (a)   In  distributing  funds  appropriated  under 

5  section  4  (a) ,  the  Secretary  shall,  first,  allocate  funds  to  each 
~  of  the  States,  taking  into  consideration  the  following  factors: 
rj  (1)  the  age  of  housing  stock  in  the  nonmetropoli- 
g  tan  areas  of  a  State; 

9  (2)  the  rate  of  population  growth  or  decline  in  such 

10  «*«*; 

£1  (3)  the  unemployment  rate  in  such  areas; 

12  (4)  the  extent  and  nature  of  the  community  devel- 

13  opment  needs  in  such  areas ;  and 

14  (5)  other  factors  measuring  economic  needs  which 

15  the  Secretary  determines  are  relevant  to  carrying  out 

16  the  purposes  of  this  Act. 

17  (b)  After  allocating  funds  to  a  State  under  subsection 

18  (a),  the  Secretary  shall  make  grants  to  nonmetropolitan 

19  units  of  general  local  government  within  such  State,  giving 

20  priority  to  those  units  with  greatest  needs  taking  into  account 

21  the  factors  considered  under  subsection  (a) . 

22  GUABANTBB   OF   LOANS    FOE    ACQUISITION    OF    PROPERTY 

23  Sec.  8.    (a)    The  Secretary  is  authorized,  upon  such 

24  terms  and  conditions  as  the  Secretary  may  prescribe,  to 

25  guarantee  and  make  commitments  to  guarantee  the  notes 
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1  or  other  obligations  issued  by  units  of  general  local  govern- 

2  ment  carrying  out  comprehensive  community  development 

3  programs,  or  by  public  agencies  designated  by  such  units  of 

4  general  local  government,  for  the  purposes  of  financing 

5  acquisition  of  real  property  or  the  rehabilitation  of  real  prop- 

6  city  owned  by  the  unit  of  general  local  government  (includ- 

7  ing  such  related  expenses  as  the  Secretary  may  permit  by 

8  regulation) .  Notes  or  other  obligations  guaranteed  pursuant 

9  to  this  section  shall  be  in  such  form  and  denominations,  have 

10  such  maturities,  and  be  subject  to  such  conditions  as  may  be 

11  prescribed  by  regulations  issued  by  the  Secretary. 

12  (b)  No  guarantee  or  commitment  to  guarantee  shall  be 

13  made  with  respect  to  any  note  or  other  obligation  if  the 

14  issuer's  total  outstanding  notes  or  obligations  guaranteed 

15  under  this  section  would  thereby  exceed  an  amount  equal  to 

16  three  times  the  amount  of  the  grant  approval  for  the  issuer 

17  pursuant  to  section  7. 

18  (c)   Notwithstanding  any  other  provision  of  this  Act, 

19  grants  allocated  to  an  issuer  pursuant  to  this  title  (including 

20  program  income  derived  therefrom)  are  authorized  for  use 

21  in  the  payment  of  principal  and  interest  due  (including  such 

22  servicing,  underwriting,  or  other  costs  as  may  be  specified 

23  in  regulations  of  the  Secretary)  on  the  notes  or  other  obli- 

24  gations  guaranteed  pursuant  to  this  section. 

25  (d)  To  assure  the  repayment  of  notes  or  other  obliga- 
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1  tions  and  charges  incurred  under  this  section  and  as  a  condi- 

2  tion  for  receiving  such  guarantees,  the  Secretary  shall  require 

3  the  issuer  to— 

4  (1)  enter  into  a  contract,  in  a  form  acceptable  to 

5  the  Secretary,  for  repayment  of  notes  or  other  obliga- 

6  tions  guaranteed  hereunder; 

7  (2)   pledge  any  grant  approved  or  for  which  the 

8  issuer  may  become  eligible  under  this  title;  or 

9  (3)  furnish,  at  the  discretion  of  the  Secretary,  such 

10  other  security  as  may  be  deemed  appropriate  by  the 

11  Secretary  in  making  such  guarantees,  including  incre- 

12  ments  in  local  tax  receipts  generated  by  the  activities 

13  assisted  under  this  title  or  disposition  proceeds  from  the 
*4  sale  of  land  or  rehabilitated  property. 

15  (e)   The  Secretary  is  authorized,  notwithstanding  any 

16  other  provision  of  this  Act,  to  apply  grants  pledged  pur- 
n  suant  to  subsection   (d)  (2)   or  any  other  grant  made  pur- 

18  suant  to  section  7  of  this  Act,  to  any  repayments  due  the 

19  United  States  as  a  result  of  such  guarantees. 

20  (f )   The  full  faith  and  credit  of  the  United  States  is 

21  pledged  to  the  payment  of  all  guarantees  made  under  this 

22  section.  Any  such  guarantee  made  by  the  Secretary  shall 
2<*  be  conclusive  evidence  of  the  eligibility  of  the  obligations  for 
24  such  guarantee  with  respect  to  principal  and  interest,  and  the 
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1  validity  of  any  such  guarantee  so^made  shall  be  incontest- 

2  able  in  the  hands  of  a  holder  of  the  guahuteed  obligations. 

3  (g)  The  Secretary  may  issue  obligations,  to  ihe  extent 

4  and  in  an  amount  approved  in  appropriation  Acts,  to  the 

5  Secretary  of  the  Treasury  in  an  amount  outstanding  at  any 

6  one  time  sufficient  to  enable  the  Secretary  to  carry  oat  his 

7  obligations  under  guarantees  authorized  by  this  section.  The 

8  .obligations  issued  under  this  subsection  shall  have  such  ma- 

9  turities  and  bear  such  rate  or  rates  of  interest  as  shall  be 

10  determined  by  the  Secretary  of  the  Treasury.  The  Secretary 

11  of  the  Treasury  is  authorized  and  directed  to  purchase  any 

12  obligations  of  the  Secretary  issued  under  this  section,  and 

13  for  such  purposes  is  authorized  to  use  as  a  public  debt  trans- 

14  action  the  proceeds  from  the  sale  of  any  securities  issued 

15  under  the  Second  Liberty  Bond  Act,  as  now  or  hereafter  in 

16  force,  and  the  purposes  for  which  such  securities  may  be 

17  issued  under  such  Act  are  extended  to  include  the  purchases 

18  of  the  Secretary's  obligations  hereunder.  However,  the  total 

19  amount  of  outstanding  obligations  guaranteed  on  a  cumula- 

20  tive  basis  by  the  Secretary  pursuant  to  subsection  (a)  may 

21  not  at  any  time  exceed  $400,000,000  or  such  higher  amount 

22  as  may  be  authorized  to  be  appropriated  by  section  4  (a)  for 

23  any  fiscal  year. 

24  (h)  Obligations  guaranteed  under  this  section  shall  be 
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1  subject  to  Federal  taxation  as  provided  in  subsection   (j) . 

2  The  Secretary  is  authorized  to  make,  and  to  contract  to 

3  make,  grants  in  such  amounts  as  may  be  approved  in  appro- 

4  priation  Acts,  to  or  on  behalf  of  the  issuing  nonmetropolitan 

5  unit  of  general  local  government  or  public  agency  to  cover 

6  not  to  exceed  30  per  centum  of  the  net  interest  cost  (including 

7  such  servicing,  underwriting,  or  other  costs  as  may  be  speci- 

8  fied  in  regulations  of  the  Secretary)  to  the  borrowing  unit 

9  or  agency  of  such  obligations. 

10  (i)  Section  3689  of  the  Revised  Statutes,  as  amended 

11  (31  XJ.S.C.  711) ,  is  amended  by  adding  at  the  end  thereof 

12  a  new  paragraph  as  follows : 

13  "(24)  For  payments  required  from  time  to  time  under 

14  contracts  entered  into  pursuant  to  section  8  of  the  Rural 

15  Community  Development  Act  of  1977  for  payment  of  inter- 

16  est  costs  on  obligations  guaranteed  by  the  Secretary  of  Agri- 

17  culture  under  that  section." 

18  (j)   With  respect  to  any  obligation  issued  by  a  non- 
19  metropolitan  unit  of  general  local  government  or  designated 

20  agency  which  is  guaranteed  pursuant  to  this  section,  the 

21  interest  paid  on  such  obligation  shall  be  included  in  gross 

22  income  for  the  purpose  of  chapter  1  of  the  Internal  Revenue 

23  Code  of  1954. 

24  NONDISCMMINATION 

25  Sec.  9.  (a)  No  person  in  the  United  States  shall  on  the 

26  ground  of  race,  color,  national  origin,  or  sex  be  excluded 
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1  from  participation  in,  be  denied  the  benefits  of,  or  be  sub- 

2  jected  to   discrimination  under  any  program   or  activity 

3  funded  in  whole  or  in  part  with  funds  made  available  under 

4  this  Act. 

5  (b)  Whenever  the  Secretary  determines  that  a  unit  of 

6  general  local  government  which  is  a  recipient  of  assistance 

7  under  this  Act  has  failed  to  comply  with  subsection  (a)  or 

8  an  applicable  regulation,  he  shall  notify  the  chief  executive 

9  officer  of  such  unit  of  general  local  government  of  the  non- 
10  compliance  and  shall  request  the  chief  executive  officer  to 

11  secure  compliance.  If  within  a  reasonable  period  of  time,  not 

12  to  exceed  sixty  days,  the  chief  executive  officer  fails  or 

13  refuses  to  secure  compliance,  the  Secretary  is  authorized  to 

14  (1)  refer  the  matter  to  the  Attorney  General  with  a  recom- 

15  mendation  that  an  appropriate  civil  action  be  instituted;  (2) 

16  exercise  the  powers  and  functions  provided  by  title. VI  of 

17  the  Civil  Eights  Act  of  1964   (42  U.S.C.  2000d) ;   (3) 

18  exercise  the  powers  and  functions  provided  for  in  section 

19  111  (a)  of  this  Act;  or  (4)  take  such  other  action  as  may 

20  be  provided  by  law. 

21  (c)  When  a  matter  is  referred  to  the  Attorney  General 

22  pursuant  to  subsection  (b) ,  or  whenever  he  has  reason  to 

23  believe  that  a  unit  of  general  local  government  is  engaged 

24  in  a  pattern  or  practice  in  violation  of  the  provisions  of  this 

25  section,  the  Attorney  General  may  bring  a  civil  action  in  any 
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1  appropriate  United  States  district  court  for  such  relief  as 

2  may  be  appropriate,  including  injunctive  relief. 

3  REMEDIES  FOB  NONCOMPLIANCE 

4  Sec.  10.   (a)   If  the  Secretary  finds  after  reasonable 

5  notice  and  opportunity  for  hearing  that  a  recipient  of  assist- 

6  ance  under  this  Act  has  failed  to  comply  substantially  with 

7  any  provision  of  this  Act,  the  Secretary,  until  he  is  satisfied 

8  that  there  is  no  longer  any  such  failure  to  comply,  shall — 

9  (1)  terminate  payments  to  the  recipient  under  this 

10  Act,  or 

11  (2)  reduce  payments  to  the  recipient  under  this  Act 

12  by  an  amount  equal  to  the  amount  of  such  payments 

13  which  were  not  expended  in  accordance  with  this  Act, 

14  or 

15  (3)  limit  the  availability  of  payments  under  this 

16  Act  to  programs,  projects,  or  activities  not  affected  by 

17  such  failure  to  comply. 

18  (b)  (1)  In  lieu  of,  or  in  addition  to,  any  action  author- 

19  ized  by  subsection  (a) ,  the  Secretary  may,  if  he  has  reason 

20  to  believe  that  a  recipient  has  failed  to  comply  substantially 

21  with  any  provision  of  this  Act,  refer  the  matter  to  the 

22  Attorney  General  of  the  United  States  with  a  recommenda- 

23  tion  that  an  appropriate  civil  action  be  instituted. 

24  (2)  Upon  such  a  referral  the  Attorney  General  may 

25  bring  a  civil  action  in  any  United  States  district  court  hav- 
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1  ing  venue  thereof  for  such  relief  as  may  be  appropriate,  in- 

2  eluding  an  action  to  recover  the  amount  of  the  assistance 

3  furnished  under  this  Act  which  was  not  expended  in  accord- 

4  ance  with  it,  or  for  mandatory  or  injunctive  relief. 

5  (c)(1)  Any  recipient  which  receives  notice  under  sub- 

6  section   (a)   of  the  termination,  reduction,  or  limitation  of 

7  payments  under  this  Act  may,  within  sixty  days  after  re- 

8  ceiving  such  notice,  file  with  the  United  States  court  of 

9  appeals  for  the  circuit  in  which  such  State  is  located,  or  in 
10  the  United  States  Court  of  Appeals  for  the  District  of  Co- 
ll lumbia,  a  petition  for  review  of  the  Secretary's  action.  The 

12  petitioner  shall  forthwith  transmit  copies  of  the  petition  to  the 

13  Secretary  and  the  Attorney  General  of  the  United  States, 

14  who  shall  represent  the  Secretary  in  the  litigation. 

15  (2)  The  Secretary  shall  file  in  the  court  record  of  the 

16  proceeding  on  which  he  based  his  action,  as  provided  in  seo- 

17  tion  2112  of  title  28,  United  States  Code.  No  objection  to 
13  the  action  of  the  Secretary  shall  be  considered  by  the  court 

19  unless  such  objection  has  been  urged  before  the  Secretary. 

20  (3)    The  court  shall  have  jurisdiction  to  affirm  or 

21  modify  the  action  of  the  Secretary  or  to  set  it  aside  in 

22  whole  or  in  part.  The  findings  of  fact  by  the  Secretary,  if 

23  supported  by  substantial  evidence  on  the  record  considered 

24  as  a  whole,  shall  be  conclusive.  The  court  may  order  addi- 

25  tional  evidence  to  be  taken  by  the  Secretary,  and  to  be 
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1  made  part  of  the  record.  The  Secretary  may  modify  his 

2  findings  of  fact,  or  make  new  findings,  by  reason  of  the  new 

3  evidence  so  taken  and  filed  with  the  court,  and  he  shall  also 

4  file  such  modified  or  new  findings,  which  findings  with  re- 

5  spect  to  questions  of  fact  shall  be  conclusive  if  supported 

6  by  substantial  evidence  on  the  record  considered  as  a  whole, 

7  and  shall  also  file  his  recommendation,  if  any,  for  the  mo<Ji- 

8  fication  or  setting  aside  of  his  original  action. 

9  (4)  Upon  the  filing  of  the  record  with  the  court,  the 

10  jurisdiction  of  the  court  shall  be  exclusive  and  its  judgment 

11  shall  be  final,  except  that  such  judgment  shall  be  subject 

12  to  review  by  the  Supreme  Court  of  the  United  States  upon 

13  writ  of  certiorari  or  certification  as  provided  in  section  1254 

14  of  title  28,  United  States  Code. 

15  CONSULTATION 

16  Sfio.  11.  In  carrying  out  the  provisions  of  this  Act, 

17  including  the  issuance  of  regulations,  the  Secretary  shall 
*8  consult  with  other  Federal  departments  and  agencies  ad- 

19  ministering  Federal  grant-in-aid  programs. 

20  INTEBSTATB  AGREEMENTS 

21  Seo.  12.  The  consent  of  the  Congress  is  hereby  given 

22  to  any  two  or  more  States  to  enter  into  agreements  or  com- 
**  pacts,  not  in  conflict  with  any  law  of  the  United  States, 

24  for  cooperative  effort  and  mutual  assistance  in  support  of 

25  community  development  planning  and  programs  carried  out 
^  under  this  Act  as  they  pertain  to  interstate  areas  and  to 
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2  localities  within  such  States,  and  to  establish  such  agencies, 

2  joint  or  otherwise,  as  they  may  deem  desirable  for  making 

3  such  agreements  and  compacts  effective. 

4  STUDY 

5  Sec.  13.  The  Secretary  and  the  Secretary  of  Ilousing 

6  and  Urban  Development  shall  conduct,  in  a  coordinated 

7  manner,  a  study  of  the  feasibility  and  desirability  of  mect- 
3  ing,  under  the  provisions  of  this  Act  (rather  than  under 
9  the  Ilousing  and  Community  Development  Act  of  1974), 

10  the  community  development  needs  of  units  of  general  local 

11  government  which  arc  located  within  a  metropolitan  area, 

12  have  a  population  of  twenty  thousand  or  fewer  individuals, 

13  and  are  of  a  rural  character,  as  determined  by  the  Secretary. 

14  Such  report  shall  be  submitted,  along  with  any  recommenda- 

15  tions  for  legislative  action,  no  later  than  one  year  after  the 

16  date  of  enactment  of  this  Act. 

17  AMENDMENTS  TO  HOUSING  AND  COMMUNITY 

18  DEVELOPMENT  ACT  OF  1974 

19  Sec.  14.  (a)  Section  103  of  the  Housing  and  Commu- 

20  nity  Development  Act  of  1974  is  amended  by  adding  the 

21  following  new  subsection  at  the  end  thereof : 

22  "(e)  No  grant  may  be  made  under  section  106(f)  (1) 

23  (B)   of  this  Act  to  any  unit  of  general  local  government 

24  which  is  located  outside  of  a  metropolitan  area  and  has  a 

25  population  of  twenty  thousand  or  fewer  individuals.". 
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DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  SECRETARY 
WASHINGTON.  D.  C.  20250 


►""   May  2  6  1978 
Honorable  Thomas  S.  Foley  r 

Chairman,  Committee  on  Agriculture 
House  of  Representatives 
Washington,  DC  20515 

Dear  Mr*  Chairman: 

This  is  in  reply  to  your  request  for  a  report  on  H.R.  9983,  a  bill,  "To 
establish  a  separate  community  development  program  for  units  of  general 
local  government  which  have  a  population  of  twenty  thousand  or  fewer 
individuals  and  are  located  in  noma tropoli tan  areas." 

The  Department  of  Agriculture  does  not  recommend  enactment  of  the  legislation 
at  this  time. 

H,R.  9983  addresses  itself  to  the  long-term  social,  economic  and  physical 
vitality  of  small  rural  communities.  These  vitalities  are  basic  to  the 
well-being  of  rural  Americans. 

The  purposes  of  H.R.  9983  are  comprehensive,  designed  to  assist  in 
accomplishing  the  goals  of  the  present  Administration  as  they  relate  to 
rural  development.  The  Department  is  in  strong  support  of  these  goals 
having  committed  itself  to  a  leadership  role  in  rural  development.  Rut 
prior  to  recommending  comprehensive  new  legislation  designed  to  facilitate 
development  of  rural  areas,  a  thorough  analysis  of  all  aspects  of  existing 
programs  should  be  undertaken. 

Many  of  these  issues  are  already  under  review  by  the  President's  Reorganization 
Project.  Accordingly,  we  believe  that  action  on  this  legislation  should  be 
deferred  pending  the  Project's  recommendations.  We  believe  that  the  report 
of  the  Project  will  provide  a  useful  perspective  by  which  to  consider 
possible  legislation. 

The  Department  has  recognized  and  is  planning  to  overcome  the  information 
gap  that  presently  exists  between  local  community  leaders  and  appropriate 
Federal  program  administrators.  The  Farmers  Home  Administration's 
grassroots  delivery  system  is  conducive  to  the  dissemination  of  information 
on  a  local  basis  and  could  also  be  utilized  for  single  service  delivery. 

Section  603  of  the  Rural  Development  Act  of  1972  gave  the  Department  a 
mandate  and  the  responsibility  to  give  direction  and  assistance  to  the 
growth  and  development  of  the  rural  segment  of  our  nation. 
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These  two  factors,  in  conjunction  with  immediate  resolution  of  jurisdictional 
questions  between  the  U.S.  Department  of  Agriculture  and  the  Department 
of  Housing  and  Urban  Development  should  provide  a  major  step  towards 
fulfilling  the  purposes  included  in  H.R.  9983. 

The  following  is  a  brief  summary  of  H.R.  9983  as  reviewed  in  the  Department: 

The  proposed  legislation  would  establish  a  seperate  community  development 
program  for  units  of  general  local  Government  which  have  a  population  of 
20,000  or  fewer  individuals  and  are  Located  in  nonmetropolitan  areas 
The  proposed  legislation  would  authorise  the  Secretary  of  Agriculture  to 
make  grants  to  help  finance  community  development  programs  which  establish 
and  maintain  the  long-term  social,  economic,  and  physical  vitality  of 
small  rural  communities   The  program  to  be  established  by  this  legislation 
may  overlap  existing  categorical  grant  and  loan  programs*  The  legislation 
precludes  KUD  from  making  community  development  block  grants. 

This  legislation  is  designed  to  assist  in  effecting  systematic,  coordinated  and 
sustained  action  by  Federal,  State  and  local  Governments  to  assist  rural 
areas  in  maintaining  a  prosperous  living  environment. 

There  are  two  distinct  funding  sections  included  in  the  proposed  legislation. 

Section  4  (a)  authorises  appropriations  of  $400  million  for  fiscal  1979, 
$425  million  for  fiscal  I960  and  $450  million  in  fiscal  1981  for  community 
development  grants.  These  appropriations  are  projected  to  result  in 
actual  outlays  of  $24,0  million  in  1979,  $165.5  million  in  1980, 
$295.8  million  in  1981,  $365,0  million  in  1982  and  $244.0  million  in 
1983.   In  addition,  we  estimate  that  a  $450  million  grant  program  would 
require  about  200  staff-years  of  employment  at  an  annual  cost  of  $4,200,000. 

Section  4  (b)  authorizes  an  additional  appropriation  for  grants  to  assist 
communities  of  under  10,000  population  in  preparing  applications  for  the 
grants  authorized  in  Section  4  a)   The  program  level  and  cost  associated 
with  this  section  are  nearly  impossible  to  estimate.  Therefore,  we  have 
not  attempted  to  give  a  cost  estimate  on  this  section. 

Section  8  provides  for  loan  guarantee  authority  in  conjunction  with  carrying 
out  comprehensive  community  development  programs  for  the  purposes  of 
financing  acquisition  of  real  property  or  the  rehabilitation  of  real  property 
owned  by  the  unit  of  general  local  Government  {including  such  related 
expenses  as  the  Secretary  may  permit  by  regulation) t     Administering  the 
funding  of  the  program  would  be  somewhat  difficult  in  that  it  would  be  tied 
to  the  appropriations  process  in  such  a  way  as  to  require  the  Department 
to  issue  obligations  to  the  Treasury  to  cover  possible  liabilities  for 
the  coming  fiscal  year.  It  would  be  more  realistic  to  fund  the  program 
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in  the  manner  authorised  in  Section  309A  of  the  Consolidated  Farm  and 
Rural  Development  Act.  That  procedure  allows  the  Department  to  honor  a 
guarantee  liability  when  it  arises  and  then  to.  borrow  money  from  the 
Treasury  as  it  is  needed. 

The  Office  of  Management  and  Budget  advises  that  there  is  no  objection  to 
the  presentation  of  this  report  from  the  standpoint  of  the  Administration's 
program. 

Sincerely, 


C*tt>l  Tuoker  Tor 
Acting  Secretary 
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95th  CONGRESS 


H.  R.  10885 


IN  THE  HOUSE  OF  REPRESENTATIVES 

February  9, 1978 

Mr.  Nolan  (for  himself  and  Mr.  Grassley)  introduced  the  following  bill; 
which  was  referred  to  the  Committee  on  Agriculture 


A  BILL 

To  establish  a  council  to  assist  in  meeting  the  development  needs 
of  rural  areas  of  the  United  States,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled. 

3  SHORT  TITLE 

4  Section  1.  This  Act  may  be  cited  as  the  "Rural  Dc- 

5  velopment  Policy  Act  of  1978". 

6  FEDERAL  RURAL  DEVELOPMENT  COUNCIL 

7  Sec.  2.  The  Rural  Development  Act  of  1972   (Public 

8  Law  92-419;  86  Stat.  657)   is  amended  by  adding  at  the 

9  end  thereof  the  following  new  section: 

10  "Sec.  607.  Federal  Rural  Development  Coun- 

11  en..—  (a)  There  is  hereby  established  a  council  to  be  known 
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1  as  the  Federal  Rural  Development  Council  to  assist  the  Seo- 

2  retary  of  Agriculture  and  Rural  Development  in  the  coordi- 

3  nation  of  a  nationwide  rural  development  strategy. 

4  "(b)  (1)  The  Council  shall  develop  and  implement  a 

5  comprehensive  strategy,  based  on  the  needs,  goals,  objec- 

6  tives,  plans,  and  recommendations  of  local  communities  and 

7  areas,  regions,  and  States,  to — 

8  "(A)    maximize   the   effectiveness,    increase    the 

9  responsiveness,  and  improve  the  delivery  of  Federal 

10  programs  to  rural  areas; 

11  "(B)  increase  coordination  of  such  programs  with 

12  the  development  needs,  objectives,   and  resources  of 

13  local  communities  and  areas,  regions,  and  States;  and 

14  "(C)   achieve  the  most  effective  combinations  of 

15  Federal,  State,  and  local  resources  to  meet  the  orderly 

16  growth  and  development  needs  of  rural  areas. 

17  "(2)   The  Council  shall  provide  for  a  process  through 

18  which  such  needs,  goals,  objectives,  plans,  and  recommenda- 

19  tions  can  be  identified  and  obtained  on  a  continuing  basis. 

20  Such  strategy  shall  encompass  a  period  beginning  on  Oo- 

21  tober  1,  1980,  and  ending  on  September  31,  1985,  and  shall 

22  be  designed  to — 

23  "(A.)    reduce  the  incidence   of  poverty  in  such 

24  rural  areas  and  alleviate  problems  of  the  rural  disad- 

25  vantaged  and  elderly ; 
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1  "  (B)  improve  business  and  employment  opportuni- 

2  ties,  occupational  training,  health  care  services,  educa- 

3  tional  opportunities,  energy  utilization  and  availability, 

4  housing,  transportation,  community  services,   commu- 

5  nity  facilities,  water  supplies,  sewage  and  solid  waste 

6  management  systems,  credit  availability,  and  accessibility 

7  to  and  delivery  of  private  and  public  financial  resources 

8  in  the  maintenance  and  creation  of  jobs  in  such  rural 

9  areas; 

10  "(C)  improve  local  government  management  capa- 

11  bilitics,  institutions,  and  programs  related  to  rural  devel- 

12  opment,  and  expand  education  and  training  opportuni- 

13  ties  for  local  officials,  especially  in  small  rural  com- 

14  munities; 

15  "(D)  strengthen  the  family  farm  system ;  and 

10  "(E)   maintain  and  protect  the  environment  and 

17  natural  resources  of  the  United  States. 

18  "  (3)  The  Council  shall  conduct  a  systematic  review  of 

19  Federal  programs  affecting  rural  areas  to  determine  whether 

20  such  areas  arc  benefiting  from  such  programs  in  a  propor- 

21  tion  that  is  equitable  in  comparison  to  the  benefits  received 

22  in  urban  areas,  to  identify  any  factors  which  may  restrict 

23  accessibility  to  such  programs  in  rural  areas  or  limit  partici- 

24  pation  in  such  programs,  and  shall  make  recommendations 

25  for  appropriate  action  if  corrective  action  is  required. 
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1*  :      "(4)    The  strategy  developed  under  this  subsection 

2  shall  be  transmitted  to  the  Congress  not  later  than  Janu- 

3  ary  81,  1980. 

4  "  ( 5 )  During  preparation  of  the  strategy  described  under 

5  this  subsection,  the  Council  shall  hold  open  hearings  to  re- 
Q  ceive  suggestions  and  recommendations  from  the  public,  with 
7  the  opportunity  for  oral  presentations,  and  shall  consider 
S  such  suggestions  and  recommendations  in  development  of 
9  such  plan.  The  Council  shall  also  consider  recommendations 

10  from  the  Federal  Rural  Development  Advisory  Committee 

11  established  under  subsection  (i) . 

i2  "(6)    The  Council  shall  maximize  coordination   and 

13  effectiveness  of  the  various  Federal  programs  affecting  rural 

14  areas  through  initiation  of  a  systematic  effort  to — 

15  "  (A)  improve  communication  and  encourage  coop- 

16  eration  among  Federal  departments  and  agencies  in  the 

17  administration  of  such  programs ; 

18  "(B)    eliminate  conflicts  between  such  programs 

19  as  well  as  duplication  and  gaps  in  program  coverage, 
2ft  '       and  resolve  contradictions  and  inconsistencies  in  the  ob- 

21  jectives,  administration,  and  effects  of  such  programs; 

22  "(C)  facilitate  sharing  or  common  location  of  field 

23  offices  of  agencies  administering  similar  orcomplemen- 

24  r       tary  programs  and  unification  of  delivery  systems,  where 
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1  feasible,  to  maximize  convenience  and  accessibility  of 

2  such  agencies  and  programs  to  rural  residents ; 

3  "  (D)  facilitate  and  expedite  joint  funding  of  rural 

4  projects  through  such  programs ; 

5  "(E)  correct  administrative  problems  in  such  pro- 

6  grams  that  hinder  the  effective  delivery  of  Federal  serv- 

7  ices,  assistance,  and  benefits  to  rural  areas ; 

8  "(E)  reduce  the  administrative  and  paperwork  re- 

9  quirements  of  rural  applicants  under  such  programs; 
10  "  (G)    simplify,  standardize,  and  reduce  the  com- 
]  1           plexity  of  applications,  reports,  and  other  forms  required 
•  2           under  such  programs ;  and 

13  "(H)  expedite  processing  of  such  applications,  re- 

li  ports,  and  other  forms. 

15  "(7)    The  Council  shall  hold  public  hearings  on  any 

16  matter  which  the  Chairman  or  members  of  the  Council  be- 

17  lieve  may  have  a  significant  impact  on  rural  development 

18  or  the  economic  development  of  small  rural  communities, 

19  in  order  to  determine  such  impact  and  to  make  recommenda- 

20  tions  for  appropriate  action.  Such  public  hearings  will  be 

21  held  at  the  call  of  the  Chairman  on  his  own  initiative  or  at 

22  the  request  of  any  two  members  of  the  Council.  The  Council 

23  shall  invite  public  comments,  suggestions,  and  oral  presenta- 

24  tions  on  such  matters,  and  shall  consider  such  comments, 
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1  suggestions,  and  oral  presentations  in  making  its  recoin- 

2  mendations. 

3  "(8)   The  Council  shall  develop  a  systematic  method 

4  or  process  through  which  local,  regional,  and  State  rural 

5  development  needs,  goals,  objectives,  and  plans  can  be  asccr- 

6  tained,  rural  development  recommendations  can  be  received, 

7  and  information  and  data  on  development,  needs,  and  con- 

8  ditions  affecting  the  quality  of  life  in  rural  areas  can  be 

9  obtained  and  assessed  on  a  continuing  basis. 

10  "(9)  (A)  The  Council  shall  review  and  determine  the 

11  impact  of  any  proposed  ride  or  regulation  which — 

12  "(i)    has  any  effect  upon  any  rural  area  of  the 

13  United  States;  and 

14  "  (ii)  is  published  in  the  Federal  Register  in  accord- 

15  ance  with  the  provisions  of  section  553(b)   of  title  5, 

16  United  States  Code. 

17  "  (jj)  The  Council  may  submit,  in  accordance  with  the 

18  provisions  of  section  553  (c)  of  title  5,  United  States  Code, 

19  any  comments  or  written  data  which  it  considers  advisable 

20  in  regard  to  any  such  proposed  rule  or  regulation. 

21  "(c)    The  Council  shall  be  composed  of  twenty-one 

22  members  as  follows: 

23  '    "(1)  the  Secretary  of  Agriculture  and  Rural  De- 

24  velopment  or  his  delegate; 
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1  "  (2)  the  Attorney  General  of  the  United  States  or 

2  his  delegate; 

3  "(3)   the  Secretary  of  Commerce  or  his  delegate; 

4  "  (4)   the  Secretary  of  Defense  or  his  delegate; 

5  "  (5)  the  Secretary  of  Energy  or  his  delegate;  .• 

6  "  (6)  the  Secretary  of  Health,  Education,  and  Wel- 

7  fare  or  his  delegate; 

8  "  (7)  the  Secretary  of  Housing  and  Urban  Develop- 

9  ment  or  his  delegate ; 

10  "  (8)  the  Secretary  of  the  Interior  or  his  delegate; 

11  "(9)  the  Secretary  of  Labor  or  his  delegate; 

12  "(10)  ^e  Secretary  of  State  or  his  delegate; 

13  "(11)  the  Secretary  of  Transportation  or  his  dele- 

14  gate; 

15  "(12)   the  Secretary  of  the  Treasury  or  his  dele- 

16  gate; 

17  "(13)  the  Director  of  Action  or  his  delegate; 

18  "(14)    the  Director  of  the  Community  Services 

19  Administration  or  his  delegate ; 

20  "(15)    the  Executive   Director  of   the   Domestie 

21  Council  or  his  delegate; 

22  "(16)   the  Chairman  of  the  Council  of  Economic 

23  Advisers  or  his  delegate; 
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X  "(17)    the  Administrator  of  the  Environmental 

2  Protection  Agency  or  his  delegate ; 

3  "(18)  the  Governor  of  the  Farm  Credit  Adminis- 

4  tration  or  his  delegate ; 

5  "  ( 19)  the  Director  of  the  Office  of  Management  and 

6  Budget  or  his  delegate ; 

7  "  (20)  the  Administrator  of  the  Small  Business  Ad- 

8  ministration  or  his  delegate;  and 

9  "  (21)  the  Special  Representative  for  Trade  Nego- 

10  tiations  or  his  delegate. 

11  "  (d)  (1)  Members  of  the  Council  shall  serve  for  the  life 

12  of  the  Council. 

13  "  (2)  Members  of  the  Council  shall  serve  without  com- 

14  pensation  for  their  services  as  such. 

15  "(3)    Any  member  of  the  Council  shall  be  allowed 

16  travel  expenses  in  accordance  with  the  provisions  of  section 

17  5702  of  title  5,  United  States  Code. 

18  "(4)    The  Secretary  shall  serve  as  Chairman  of  the 

19  Council. 

20  "  (5)  Eleven  members  of  the  Council  shall  constitute  a 

21  quorum  for  final  adoption  of  the  strategy  described  under 

22  subsection    (b),  but  meetings  and  hearings  may  be  con- 

23  ducted  if  two  or  more  members  are  present. 

24  "  (6)  The  Council  shall  meet  at  the  call  of  the  Chair- 
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1  man  on  his  own  initiative  or  at  the  request  of  any  two  mem- 

2  bers  of  the  Council. 

3  "(7)   The  Council  shall  act  by  affirmative  vote  of  a 

4  majority  of  its  members  present  and  voting. 

5  "  (e)  (1)  The  Council  may,  for  the  purpose  of  carrying 

6  out  its  duties  under  this  section,  hold  such  hearings,  sit  and 

7  act  at  such  times  and  places,   take  such  testimony,  and 

8  receive  such  evidence  as  the  Council  considers  advisable. 

9  The  Council  may  administer  oaths  and  affirmations  to  wit- 
10  nesses  appearing  before  the  Council. 

H  "  (2)  When  so  authorized  by  the  Council,  any  member 

12  or  agent  of  the  Council  may  take  any  action  which  the 

13  Council  is  authorized  to  take  in  this  subsection. 

14  "(3)  Subject  to  the  provisions  of  section  552a  of  title 

15  5,  United  States  Code,  the  Council  may  secure  directly  from 

16  any  Federal  department  or  agency  information  necessary 

17  to  enable  it  to  carry  out  its  duties  under  this  section.  Upon 

18  request  of  the  Chairman,  the  head  of  any  such  Federal 

19  department  or  agency  shall  furnish  such  information  to  the 

20  Council. 

21  "  (4)  The  Council  may  use  the  United  States  mails  in 

22  the  same  manner  and  upon  the  same  conditions  as  other 

23  Federal  departments  and  agencies. 

24  "  (5)  (A)  The  Secretary  may  detail  such  personnel  and 
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1  administrative  support  services  and  provide  such  funds  of 

2  the  Farm  and  Rural  Development  Administration  and  of 

3  other  agencies  of  the  Department  of  Agriculture  and  Rural 

4  Development  as  he  considers  necessary  to  assist  the  Council 

5  in  carrying  out  its  duties  under  this  section. 

g  "(B)    The  Secretary  may  assist  any  member  of  the 

7  Council  in  establishing  and  maintaining  an  office  of  rural 

8  development   within   the   Federal   department   or  agency 

9  which  such  member  represents.  The  Secretary  may  reimburse 
10  such  Federal  department  or  agency  for  a  portion  of  the  cost 
U  incurred  by  such  Federal  department  or  agency  in  estab- 

12  lishing  and  maintaining  such  office  if  such  office,   when 

13  established,  is — 

14  "(i)  directly  responsible  to  the  head  of  such  Fed- 

15  eral  department  or  agency ; 

16  "  (ii)  primarily  engaged  in  activities  related  to  the 

17  work  of  the  Council ;  and 

18  "  (Hi)  directly  involved  in  coordination  of  the  rural 

19  development   efforts   of  such   Federal   department   or 

20  agency. 

21  "  (f )  The  Secretary  may  undertake  cooperative  efforts 

22  with  any  Federal  department  or  agency  represented  on  the 

23  Council  to  improve  the  coordination  and  effectiveness  of 

24  Federal  programs,  services,  and  actions  affecting  rural  areas. 

25  The  Secretary  may  reimburse  such  Federal  department  or 
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1  agency  for  a  portion  of  the  cost  incurred -in  such  cooperative 

2  efforts. 

3  "(g)    The  provisions  of  the  Federal  Advisoiy  Com- 

4  mittee  Act  (Public  Law  92-463;  86  Stat.  770-776)  shall 
§  not  apply  to  the  Council. 

3  "  (h)  The  Council  shall  transmit  to  each  House  of  the 

rj  Congress  an  annual  report  not  later  than  January  31  of 

3  each  calendar  year  'beginning  after  1980.  Each  such  report 

q  shall  contain  a  detailed  statement  of  the  findings  and  con- 

10  elusions  of  the  Council  regarding  the  implementation,  during 

H  the  previous  fiscal  year,  of  the  strategy  developed  by  the 

12  Council  under  subsection    (b),  and  any  recommendations 

13  of  the  Council  for  revision  of  such  strategy. 

14  "  (i)   Not  later  than  six  months  after  the  date  of  the 

15  enactment  of  this  A<$t,  the  President  of  the  United  States 
15  shall  appoint  a  Federal  Rural  Development  Advisory  Com- 
17  mittee  to  provide  recommendations  on  all  aspects  of  rural 
13  development  and  otherwise  assist  the  Council  in  its  work. 

19  The    Committee   shall   include    representatives    of    States, 

20  regional  and  local  units  of  government,  farmers,  rural  resi- 
2i  dents,  and  other  groups  and  organizations  who  can  provide 

22  expertise  in  rural  development  matters.  The  Committee  shall 

23  be  convened  during  development  of  the  strategy  under  sub- 

24  section   (b) ,  and  prior  to  any  subsequent  revision  of  such 

25  stratejjy. 
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1  "  (j)  For  purposes  of  this  section— 

2  "  (1)  the  term  'Chairman'  means  the  Chairman  of 

3  the  Council  designated  in  subsection  (d)  (4) ; 

4  "(2)  the  term  'Council'  means  the  Federal  Rural 

5  Development  Council  established  in  subsection  (a) ;  and 

6  "  (3)  the  term  'Secretary'  means  the  Secretary  of 

7  Agriculture  and  Rural  Development." 

8  DUTIES  OF  SECRETARY 

9  Sec.  3.  The  Rural  Development  Act  of  1972  (Public 

10  Law  92-419;  86  Stat.  657)  is  amended  by  adding  at  the 

11  end  thereof  the  following  new  section  : 

12  "Sec.  608.  Duties  of  the  Seoebtaby.— Section  526 

13  (b)  of  the  Revised  Statutes  (7  U.S.C.  2204  (b) )  is  amend- 

14  edby— 

15  "  (1)  striking  out  the  second  sentence  thereof; 

16  "(2)  striking  out  'and'  after  'rural  housing/;  and 

17  "  (3)  striking  out  the  period  at  the  end  thereof  and 

18  inserting  in  lieu  thereof  ',  technology  appropriate  to 

19  small  and  moderate-sized  family  farming  operations  and 

20  any  other  problem  which  the  Secretary  may  determine 

21  has  an  effect  upon  economic  development  or  the  quality 

22  of  life  in  rural  areas.  V 

23  department  of  agriculture  and  rural  development 

24  Sec.  4.  The  Rural  Development  Act  of  1972   (Public 

25  Law  92-419 ;  86  Stat,  657 )  is  amended  by  adding  at  the  end 

26  thereof  the  following  new  section: 
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1  "Sec.    609.   Dbpabtmbnt   of   Ageiculttjeb    and 

2  Rural  Development.— (a)   Section  520  of  the  Revised 

3  Statutes    (7  XJ.S.C.  2201)    is  amended  by  inserting  'and 

4  Rural  Development'  after  'Department  of  Agriculture'. 

5  "(b)   Any  reference  in  any  other  Federal  law  to  the 

6  Department  of  Agriculture  or  any  officer  of  such  department 

7  shall  be  deemed  to  be  a  reference  to  the  Department  of 

8  Agriculture  and  Rural  Development  or  such  officer  of  the 

9  Department    of    Agriculture    and    Rural    Development, 

10  respectively. 

11  "(c)  Any  officer  of  the  Department  of  Agriculture  who 

12  is  appointed  by  the  President,  by  and  with  the  advice  and 

13  consent  of  the  Senate,  and  who  holds  office  on  the  date  of 

14  the  enactment  of  this  Act  shall  not  have  to  be  reappointed 

15  to  such  office  by  reason  of  the  amendments  made  by  this 

16  section. 

17  "(d)   On  the  date  of  the  enactment  of  this  Act,  the 

18  Department  of  Agriculture  and  Rural  Development  shall 

19  succeed  to  all  the  rights,  duties,  powers,  and  obligations  of 

20  the  Department  of  Agriculture/'. 

21  FARM    AND    BUBAL    DEVELOPMENT    ADMINISTBATION 

22  Sec.  5.  The  Rural  Development  Act  of  1972   (Public 

23  Law  92-419 ;  86  Stat.  657)  is  amended  by  adding  at  the  end 

24  thereof  the  following  new  section : 

25  "Sec.  610.  Fabm  and  Rural  Development  Ad- 
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1  ministration.—  (a)  Section  331  of  the  Consolidated  Farm 

2  and  Rural  Development  Act  (7  U.S.C.  1981)   is  amended 

3  by  striking  out  'Farmers  Home  Administration/  and  insert- 

4  ing    in    lieu    thereof    'Farm    and    Rural    Development 

5  Administration/. 

6  "(b)   Any  reference  in  any  other  Federal  law  to  the 

7  Farmers  Home  Administration  or  the  Administrator  of  the 

8  Farmers  Home  Administration  shall  be  deemed   to  be  a 

9  reference  to  the  Farm  and  Rural  Development  Administra- 

10  tion  or  the  Administrator  of  the  Farm  and  Rural  Develop- 

11  ment  Administration,  respectively. 

12  "(c)    The  Administrator  of  the  Farmers  Home  Ad- 

13  ministration  on  the  date  of  the  enactment  of  this  Act  shall 

14  not  have  to  be  reappointed  to  such  office  by  reason  of  the 

15  amendments  made  by  this  section. 

16  "(d)   On  the  date  of  the  enactment  of  this  Act,  the 

17  Farm  and  Rural  Development  Administration  shall  succeed 

18  to  all  the  rights,  duties,   powers,  and  obligations  of  the 

19  Farmers  Home  Administration.". 

20  UNDEB  SECBETABY  FOB  BUBAL  DEVELOPMENT 

21  Sec.  6.  Section  604  of  the  Rural  Development  Act  of 

22  1972   (Public  Law  92-419;  86  Stat.  676)  is  amended  by 

23  adding  at  the  end  thereof  the  following  new  subsections : 

24  "  (c)  There  shall  be  an  Under  Secretary  of  Agricultural 

25  and  Rural  Development  for  Rural  Development  who  shall 
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1  be  appointed  by  the  President,  by  and  with  the  advice  and 

2  consent  of  the  Senate. 

3  "  (d)  Section  5314  of  title  5,  United  States  Code,  is 

4  amended  by  adding  at  the  end  thereof  the  following  new 

5  paragraph: 

G  "'(07)  Under  Secretary  of  Agriculture  and  Rural 

7  Development  for  Rural  Development.' " 

8  BURAL  DEVELOPMENT  GBANTS 

9  Sec.  7.  The  Rural  Development  Act  of  1972   (Public 

10  Law  92-419;  86  Stat.  657)  is  amended  by  adding  at  the 

11  end  thereof  the  following  new  section : 

12  "Sec.  611.  Rueal  Development  Grants.— Section 

13  306(a)  (11)  of  the  Consolidated  Farm  and  Rural  Develop- 

14  ment  Act  (7  U.S.0. 1926  (a)  (11) )  is  amended— 

15  "  ( 1)  by  striking  out  '$10,000,000'  and  inserting  in 

16  lieu  thereof  '$50,000,000' ;  and 

17  "(2)  by  adding  at  the  end  thereof  the  following 

18  new  sentence:  'Not  more  than  10  per  centum  of  the 

19  funds  awarded  under  this  paragraph  may  be  awarded 

20  to  support  the  activities  of  the  Federal  Rural  Develop- 

21  ment  Council.'." 

22  REPOETS 

23  Sec.  8.    (a)   Section  901  of  the  Agricultural  Act  of 

24  1970  (Public  Law  91-524;  84  Stat.  1383)  is  amended  by 


Digitized  by 


Google 


47 
16 

1  striking  out  subsection  (c)   through  subsection  (e)   and  by 

2  redesignating  subsection  (f)   as  subsection  (c) . 

3  (b)  Section  901  (b)   of  the  Agricultural  Act  of  1970 

4  (Public  Law  91-524;  84  Stat.  1383)  is  amended  by  strik- 

5  ing  out  the  last  sentence  thereof. 
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DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  SECRETARY 
WASHINGTON.  D.  C.  20250 

r.    May  26  1978 

Honorable  Thomas  S..  Foley 
Chairman,  Committee  on  Agriculture 
House  of  Representatives 
Washington,  D.  C.  20515 

Dear  Mr.  Chairman: 

This  is  in  response  to  your  recent  request  for  the  Department's  comments 
on  H.R.  10885,  a  bill  "To  establish  a  council  to  assist  in  meeting  the 
development  needs  of  rural  areas  of  the  united  States,  and  for  other 
purposes." 

This  Department  does  not  recommend  enactment  of  this  bill. 

This  bill  would  establish  a  21-member  Federal  Rural  Development  Council 
to  assist  th*e  Secretary  of  Agriculture  in  the  coordination  of  a  compre- 
hensive nationwide  rural  development  strategy  based  on  local,  areewide, 
State,  and  regional  needs,  goals,  plans,  and  recommendations.  It  would. 
also  develop  a  process  through  which  this  information  could  be  obtained 
on  a  continuing  basis.  The  bill  would  require  the  council  to  report 
annually  to  the  Congress  findings  and  recommendations  regarding  imple- 
mentation of  the  strategy.  The  bill  would  require  the  President  to 
appoint  a  Federal  Rural  Development  Advisory  Committee  to  assist  the 
council.  The  bill  would  change  the  Department's  name  to  the  Department 
of  Agriculture  and  Rural  Development  and  the  name  of  the  Farmers  Home 
Administration  to  Farm  and  Rural  Development  Administration.   It  would 
establish  the  position  of  Under  Secretary  of  Agriculture  for  Rural 
Development.   It  would  amend  the  1972  Rural  Development  Act  to  increase 
the  Section  111  planning  grant  authorization  from  $10  million  to 
$50  million  per  year.  The  bill  would  amend  the  Agricultural  Act  of  1970 
to  eliminate  four  annual  reports  required  therein. 

We  also  see  the  need  for  federal  programs  to  be  more  responsive  to  local 
needs,  for  improved  coordination  of  the  complex  and  vast  array  of  federal 
programs  which  impact  on  rural  areas,  and  for  continually  addressing  rural/ 
urban  equity  questions.  Thus,  our  reservations  about  H.R.  10885  do  not 
stem  from  a  lack  of  shared  concerns,  but  rather  from  the  view  that  we  currently 
have  a  mechanism  which  can  meet  these  objectives,  namely,  the  Assistant 
Secretary's  Working  Group  established  under  section  603  of  the  Consolidated 
Farm  and  Rural  Development  Act.  This  group  has  essentially  the  same 
ship  as  is  contemplated  for  the  council  in  H.R.  10885,  and  that  it  has 
recently  been  given  substantial  White  House  support. 
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Furthermore,  the  President's  Reorganise t ion  Project  embraces  many  of 
the  seme  issues  addressed  by  the  bill.  Crosseutting  questions  related 
to  such  matters  as  departmental  roles  in  development  end  location  of 
responsibility  for  various  programs  are  under  study  in  the  project.  We 
believe  the  recommendations  to  be  made  by  the  project  should  be 
reviewed  by  all  of  us  and  that  major  legislation  addressing  issues  ger- 
mane to  the  project's  purpose  should  not  be  enacted  without  the  per- 
spective the  project  will  provide. 

We  have  begun  to  effect  some  beaic  organisational  changes  within  the 
Department,  starting  by  merging  the  Rural  Development  Service  with 
the  Farmers  Home  Administration.  Within  the  Farmers  Home  Administra- 
tion, we  are  reorganising  the  field  structure,  as  well  es  Washington- 
level  operations,  to  strengthen  the  agency's  focus  on  its  rural 
development  mission.  By  more  explicitly  recognising  the  rural  develop- 
ment implications  of  Farmers  Home  Administration's  very  sisable  public 
investments  and  by. relating  these  investments  more  directly  to  those  of 
other  federal  agencies,  aa  well  as  of  State  and  local  governments,  the 
Secretary  can  be  more  effective  in  executing  the  leadership  and 
coordination  mandate  of  Section  603  of  the  Rural  Development  Act. 
Furthermore,  we  believe  this  approach  will  lead  to  a  more  responsive 
program  delivery  system  for  rural  America. 

Since  it  is  unlikely  that  this  legislation  could  be  implemented  before 
the  and  of  the  current  fiscal  year,  because  of  time  required  for  legis- 
lative and  federal  regulations  process,  no  cost  estimate  was  prepared 
for  the  current  fiscal  year.  For  subsequent  years,  we  estimete  that 
$5  million  would  be  required  annually  to  fund  the  activities  mandated 
for  the  council  and  the  advisory  committee  and  that  a  substantial  invest- 
ment would  be  required  annually  to  obtain  a  meaningful  level  of  local 
and  State  planning  and  related  Activities.  It  is  conceivable  that  in 
time  this  investment  might  reach  the  $50  million  level  authorised  by 
the  bill. 

The  Office  of  Management  and  Budget  advises  that  there  is  no  objection 
to  the  presentation  of  this  report  from  the  standpoint  of  the  Administra- 
tion's program. 

Sincerely, 


Lu*<**t*s\ 


Cittol  Tucker     

l**lng  Secretary 
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OPENING  BEMABKS  OF  HON.  EICHAED  NOLAN 

Mr.  Nolan.  Both  bills  were  the  result  of  widespread  concern  ex- 
pressed both  here  in  Washington  and  throughout  the  country  that 
changes  needed  to  be  made  in  the  delivery  of  the  Federal  programs 
to  rural  areas. 

A  very  critical  program — the  community  development  bloc  grant 
for  nonmetropolitan  areas — is  the  subject  of  Mr.  Grassley's  MIL  H.R. 
9983;  the  creation  of  a  national  rural  development  policy  for  all 
Federal  agencies  is  the  purpose  of  ray  bill,  H.R.  10885. 

In  brief,  H.R.  10885  amends  section  605  of  the  Rural  Develop- 
ment Act  of  1972  which  requires  that  the  Secretary  of  'Agriculture 
be  the  leader  and  coordinator  of  a  nationwide  rural  development 
effort.  This  bill  creates  a  mechanism — a  Federal  Rural  Development 
Council — to  bring  this  mandate  about. 

The  bill  also  increases  the  authorization  for  section  111,  "Rural 
Development  Planning  Grants,"  in  order  to  stimulate  local  grass- 
roots planning  and  input  into  the  Federal  process. 

In  addition,  the  bill  changes  the  name  of  both  the  Farmers  Home 
Administration  and  the  Department  of  Agriculture  in  order  to  re- 
flect this  expanded  rural  development  mission. 

Mr.  Grassley,  do  you  have  any  opening  remarks? 

OPENING  BEMABKS  0T  EON.  CHABLES  K  GRASSLEY 

Mr.  Grassley.  Thank  you,  Mr.  Chairman. 

I  hope  today's  hearing  and  those  we  will  be  having  in  the  near 
future  on  H.R.  10885  and  H.R.  9983  will,  in  fact,  mark  a  turning 
point  in  the  attitude  of  Congress  and  the  Federal  bureaucracy 
toward  rural  areas. 

The  basic  philosophy  many  rural  representatives  seem  to  have 
developed  over  the  past  decade  is  that  our  effort  for  rural  America 
should  focus  on  insuring  a  firm  grasp  to  the  coattails  of  big  city 
legislation  under  the  theory  that  the  more  money  that  is  appro- 
priated for  that  legislation,  the  more  that  will  eventually  get  dis- 
tributed to  the  rural  areas.  This  philosophy  is  perhaps  most  apparent 
in  the  Housing  and  Community  Act  where  20  percent  of  tne  bloc 
grant  funds  are  set  aside  for  communities  under  50,000,  though  not 
necessarily  for  rural  communities. 

Advocates  for  rural  interests  are  convinced  that  going  for  fund- 
ing in  the  same  legislation  as  the  big  cities  go  for  funding  is  in  the 
long-run  interest  of  rural  communities.  I  could  not  disagree  more. 
What  we  now  know  is  that  insofar  as  the  bloc  grant  programs  are 
concerned,  communities  under  50,000  should  be  getting  a  third  of 
the  funds,  not  a  fifth. 

What  is  also  apparent  is  that  the  three  or  four  representatives  on 
the  Housing  and  Community  Development  Subcommittee  of  the 
House  Banking  Committee  who  have  rural  constituencies  do  not 
carry  the  clout  to  make  that  program  appreciably  more  responsive 
to  the  particular  needs  of  rural  areas.  Yet,  so  long  as  the  philosophy 
of  many  rural  groups  or  representatives  is  to  avoid  taking  an  in- 
dependent stance  for  legislation  designed  specifically  for  rural  areas 
and  smaller  communities  in  those  areas,  the  longer  we  will  have  to 
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put  up  with  an  unfair  share  of  Federal  dollars  and  an  unfair  share 
of  the  paperwork  burden  that  only  large  cities  with  ongoing  staffs 
are  equipped  to  handle. 

Congressman  Nolan  and  I  introduced  H.R.  99832  the  Rural  Com- 
munity Development  Act,  with  the  intention  of  signaling  our  col- 
leagues that  we  will  no  longer  take  a  back-seat  interest  in  legislation 
which  vitally  affects  rural  areas.  This  act  is  drafted  specifically  to 
serve  smaller  communities  in  those  rural  areas. 

The  Rural  Development  Policy  Act,  H.R.  10885,  we  believe,  will 
result  in  a  much  closer  long-term  analysis  of  the  effect  of  Federal 
policy  on  rural  areas  and  on  the  way  Federal  programs  discriminate 
against  those  areas. 

In  addition,  this  legislation  is  the  first  step  toward  taking  a  serious 
look  at  the  need  of  rural  areas  for  the  distant  future  and  proposing 
objectives  and  specific  programs  designed  specifically  for  those  areas 
which  can  assist  them  in  achieving  their  development  goals. 

I  believe  there  is  enough  frustration  among  rural  representatives 
to  achieve  full  support,  for  each  of  these  measures. 

Yesterday  I  reintroduced  H.R.  9983  with  38  cosponsors  and  that, 
to  me,  is  just  a  signal  of  the  support  that  it  is  likely  to  generate  on 
the  floor  of  the  House. 

I  look  forward  to  the  rest  of  these  hearings  and  proceeding  on  the 
course  of  success  of  these  bills. 

Mr.  Nolans  Thank  you  very  much,  Mr.  Grassley. 

Our  first  witness  this  morning  is  Mr.  Bill  Murray,  the  legislative 
director  of  the  National  Rural  Electric  Cooperative  Association. 

Mr.  Murray,  we  thank  you  for  coming  and  welcome  your  testi- 
mony. 

[The  prepared  statement  and  attachments  thereto  submitted  by 
Mr.  Murray  follow:] 
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STATEMENT  OF  THE  NATIONAL  RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

BEFORE  THE  HOUSE  SUBCOMMITTEE  ON  FAMILY  FARMS,  RURAL  DEVELOPMENT 

AND  SPECIAL  STUDIES  ON  THE  RURAL  DEVELOPMENT  POLICY  ACT 

AND  THE  RURAL  COMMUNITY  DEVELOPMENT  ACT 

MARCH  21,  1978 


My  name  1s  William  E.  Murray.    I  am  legislative  specialist  for  rural  area 
development  of  the  National  Rural  Electric  Cooperative  Association,  the  national 
service  organization  of  nearly  1,000  rural  electric  systems  which  provide 
electricity  to  approximately  25 -million  farm  and  rural  people  1n  2,600  of  the 
nation's  3,100  counties. 

We  wry  much  appreciate  this  opportunity  to  express  our  views  on  these  two 
Important  bills  under  consideration  by  the  Subcommittee,  the  Rural  Development 
Policy  Act  and  the  Rural  Community  Development  Act. 

Rural  Development  Policy  Act 

For  several  years  prior  to  the  passage  of  the  Rural  Development  Act  of  1972, 
no  one  department  or  agency  had  been  assigned  the  mission  for  rural  development. 
One  of  the  most  Important  aspects  of  the  Rural  Development  Act  was  that  for  the 
first  time,  the  mission  for  rural  development  was  assigned  to  a  single  department, 
USDA,  along  with  the  authority  to  implement  1t. 

Mr.  Chairman,  1t  was  our  privilege  to  have  been  very  much  Involved  1n  the 
evolution  of  the  Rural  Development  Act.     In  our  opinion,  Section  603  of  Title  VI, 
was  perhaps  the  most  significant  section  of  the  Act.    And  we  take  pride  in  recalling 
that  it  was  NRECA's  recommendations  which  became  the  basis  for  these  Section  603 
authorities  regarding  coordination,  leadership  and  goal  setting.    So  it  is  under- 
standable that  we  are  y/ery  much  Interested  1n  the  Rural  Development  Policy  Act,  the 
principal  thrust  of  which  is  to  provide  a  practical  and  effective  coordinating 
mechanism  for  the  Federal  government's  rural  development  efforts. 
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I  don't  think  It's  necessary  to  describe  the  vast  array  of  Federal  programs 
which  can  contribute  to  a  national  rural  development  program  which  the  Secretary 
of  Agriculture  was  directed  to  establish  and  implement  In  the  1972  legislation. 

In  1972,  1t  was  assumed  that  when  Congress  directed  the  Executive  Branch  to 
do  something  whether  the  Executive  Branch  liked  1t  or  not  It  would  go  ahead  and 
do  It  to  the  best  of  Its  ability.    Therefore,  Congress,  we  believe,  did  not  feel 
1t  necessary  to  write  Into  the  Rural  Development  Act  specific  Instructions  as  to 
the  kind  of  machinery  that  should  be  set  up  to  carry  out  the  coordination  assign- 
ment.   Unfortunately,  after  nearly  six  years  1t  has  become  apparent  that  no 
adnlnl  strati  on  either  Republican  or  Democratic  has  done  wry  much  to  Implement 
this  congressional  mandate.    Under  the  Nixon  and  Ford  aomlnlstratlons,  the  task 
was  given  to  the  Rural  Development  Service  a  y/ery  small  agency  with  few  employees 
which  could  not  be  expected  to  do  the  job.    Obviously,  the  adnlnlstrator  of  a 
tiny  agency  In  USDA  would  have  serious  difficulty  1n  persuading  the  Secretary    of 
HUD  or  HEW  or  other  departments  to  follow  his  directives.    In  fact,  RDS  was  at  a 
serious  disadvantage  1n  trying  to  get  the  cooperation  and  coordination  of  Its 
brother  agencies  at  USDA.    So  by  placing  the  coordinating  and  leadership  authority 
In  a  small  agency,  even  though  that  agency  in  many  Instances  did  some  y/ery  fine 
work,  could  only  mean  that  1t  would  not  be  possible  to  carry  out  the  Congressional 
Intent.    And  recently  RDS  was  folded  into  Farmers  Home  Aom1n1strat1on. 

The  Rural  Development  Policy  Act  Is  particularly  timely  for  1t  fills  a  void 
at  USDA  where  now  there  1s  no  mechanism  for  coordinating  rural  development  and 
carrying  out  the  other  mandates  of  Section  603(b).    The  bill,  1n  our  opinion,  would 
provide  this  mechanism  In  the  form  of  a  21 -member  Federal  Rural  Development  Council. 
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In  addition  to  coordination,  the  Council  would  perfonn  many  other  Important 
services  designed  to  bring  to  bear  not  only  the  resources  of  the  Federal  govern- 
ment but  those  of  state  and  local  governments  on  helping  rural  areas  to  grow  and 
prosper  and  to  deal  with  a  multitude  of  problems. 

Nr.  Chairman,  the  membership  of  NRECA  at  Its  annual  meeting  last  month  passed 
a  resolution  dealing  specifically  with  The  Rural  Development  Policy  Act.  The 
resolution  urges  Congress  to  pass  "this  or  similar  legislation  which  could  signifi- 
cantly strengthen  the  Department  of  Agriculture  1n  performing  the  lead-role  1n 
rural  development  and,  at  the  same  time,  vastly  Improve  the  delivery  of  Federal 
programs  to  rural  areas." 

Also,  the  delegates  to  the  NRECA  annual  meeting  adopted  a  resolution  urging 
the  Congressional  Rural  Caucus  to  give  top  priority  to  the  preservation  and  strengthen- 
ing of  the  Department  of  Agriculture  as  an  alternative  to  adnlnlstratlon  proposals 
that  would  reduce  USDA  to  a  minor  agency,  and  as  a  means  of  accomplishing  this, 
the  resolution  recommended  that  the  Congressional  Rural  Cuacus  "endorse  and  support 
the  Rural  Development  Policy  Act  and  the  transfer  of  the  responsibility  fbr  the 
rural  portion  of  the  Community  Development  Block  Grant  Program  from  the  Department  of 
Housing  and  Urban  Development  to  Farmers  Home  Adnlnlstratlon.  The  latter  pertains 
to  the  Community  Development  Act,  H.R.  9983,  which  1n  effect, would  do  this. 

In  a  sense,  the  Rural  Development  Policy  Act  could  also,  1t  seems  to  us,  pro- 
vide an  alternative  to  some  of  the  proposals  that  have  been  officially  and  unoffi- 
cially circulated  in  regard  to  reorganization  of  the  Department  of  Agriculture. 
He  believe  that  this  bill  would  strengthen  the  Department  of  Agriculture  and  permit 
1t  to  do  a  much  better  job  than  1t  1s  doing  now  1n  rural  development. 
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Another  of  the  bill's  merits,  1n  our  opinion,  Is  Its  relative  simplicity  which 
rather  unusal  1n  this  day  and  age.    The  21 -member  Federal  Rural  Development 
unll,  which  It  would  establish,  would  be  composed  of  cabinet  members  and  heads 
other  Federal  agencies  with  programs  affecting  rural  areas.    Much  of  the  Federal 
si stance  to  rural  areas  comes  from  agencies  other  than  US DA.    The  Secretary  of 
r1 culture  would  be  the  permanent  chairman  and  his  department  would  supply  the 
inds  and  staff  to  do  a  great  deal  of  the  work.    All  of  the  agencies  and  departments 
th  major  rural  development  Interests  would  have  a  voice  on  this  Council  and  under 
ese  conditions  we  believe  would  be  wry  likely  to  achieve  and  develop  the  kind 
'  cooperation  necessary  for  maximizing  the  benefits  of  Federal  programs  to  rural 
«as. 

The  Council's  main  purpose  would  be  to  assist  the  Secretary  of  Agriculture  in 
rrylng  out  his  leadership  and  coordination  mandate  under  the  Rural  Development  Act 
Ich  would  Include  among  other  things: 

e    Developing  a  nationwide  five  year  development  program. 

e    Eliminating  gaps,  overlaps  and  conflicts  among  existing  Federal  programs. 

4*    / 

e    Reducing  bureaucratic  and  administrative  problems  and  red  tape. 

e    Monitoring  progress  of  rural  development  programs. 

t    Conducting  systematic  review  of  Federal  programs  affecting  rural  areas  to 
terralne  whether  such  areas  are  benefiting  equitably  1n  comparison  to  urban  areas. 

t    Report  annually  to  Congress  on  the  needs  of  Rural  America  and  the  requi re- 
nts for  meeting  multi-year  goals. 
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Other  Important  provisions  of  the  bill  Include: 

t    Changing  the  name  of  the  USDA  to  the  Department  of  Agriculture  and 
Rural  Development  to  give  emphasis  to  the  rural  development  mission. 

t    Creation  of  the  position  of  Undersecretary  of  Rural  Development  to 
provide  an  adnlnlstratlve  focal  point  at  a  high  enough  level  to  Insure  effective 
Interdepartmental  coordination.    Presently  this  responsibility  resides  with  the 
Assistant  Secretary  for  Rural  Development,  but  his  adnlnlstratlve  authority  1s 
limited  to  three  agencies,  RDS,  FmHA  and-REA. 

The  bill  would  also  Increase  the  authorization  for  planning  grants  from 
$lO-mH11on  to  $50 -mm  1  on  which  would  provide  funds  to  support  the  work  of  the 
Council  as  well  as  funds  to  help  smaller  comnunltles  compete  with  their  urban 
counterparts  in  developing  and  preparing  applications  for  Federal  assistance. 
Many  of  the  rural  communities  cannot  afford  to  finance  the  work  Involved  In  pre- 
paring applications. 

Rural  Community  Development  Act 

This  Is  another  bill,  Nr.  Chairman,  that  we  would  strongly  support.    While 
the  delegates  to  our  annual  meeting  did  not  as  In  the  case  of  H.R.  10885  specifically 
mention  this  bill  by  name  they  did  deal  with  the  Inequity  which  H.R.  9983  seeks  to 
correct. 

In  Its  resolution,  our  membership  stressed  that  the  proportion  of  HUD's 
Community  Development  Block  Grants  allocated  to  rural  areas  should  be  higher  than 
20%  of  the  total  appropriated  by  Congress. 

It  seems  to  us,  that  under  any  reasonable  method  of  measurement,  whether 
on  the  basis  of  Income,  households  without  running  water,  poverty,  population, 
number  of  sub-standard  homes  or  a  combination  of  these,  rural  areas  would  be  entitled 
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to  a  much  higher  percentage  of  these  grants.  This  Is  substantiated  in  a  recent 
study  sponsored  by  the  Community  Services  Administration. 

One  way  of  correcting  this  Inequity  would  be  to  raise  the  amount  for  rural 
areas  to  40%  of  the  total.  An  additional  step  would  be  to  transfer  the  authority 
for  distributing  these  grants  from  HUD  to  the  Farmers  Home  Administration  which 
already  has  the  responsibility  for  community  facility  programs  1n  Rural  America. 
This  would  seem  to  make  sense  and  would  mean  that  small  towns  would  have  to  deal 
with  only  one  Federal  agency  Instead  of  two. 

H.R.  9983  1s  one  way  of  accomplishing  the  objective  which  our  membership 
endorsed  1n  Its  resolution.  It  might  be  a  more  practical  way  of  solving  the  pro- 
blem than  transferring  the  responsibility  from  one  department  to  another.  More- 
over, 1t  would  keep  the  jurisdiction  for  this  Important  program  under  the  agricul- 
ture committees,  which  because  of  their  rural  orientation,  have  a  deeper  understand- 
ing of  rural  communities. 

Nr.  Chairman,  I  would  also  like  to  draw  the  Subcommittee's  attention  to  another 
resolution  which  the  membership  passed  last,  month  relating  to  proposed  reorganiza- 
tion  plans  for  the  Department  of  Agriculture.  A  copy  of  this  resolution,  as  well 
as  the  others  which  I  referred  to,  are  attached. 

He  would  repeat  that  we  strongly  support  both  of  these  bills  and  hope  that  this 
Subcommittee  will  report  them  favorably. 

Thank  you  y/ery  much  for  this  opportunity  to  present  our  views.  If  there  are 
any  questions,  I  will  do  my  best  to  answer  them. 


(The  attachments  follow.) 
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RESOLUTION  ADOPTED  AT  ANNUAL  MEETING  OF  THE 

NATIONAL  RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

LAS  VEGAS,  NEVADA,  FEBRUARY,  1978 


Rural  Development  Policy  Act 

In  the  Rural  Development  Act  of  1972,  Congress  expanded 
the  duties  of  the  Secretary  of  Agriculture  by  specifying  that 
he  provide  for  and  maintain  the  nation's  "rural  development" 
in  addition  to  the  nation's  agriculture. 

Further,  Congress  assigned  the  responsibility  for  coordi- 
nating all  of  the  Federal  government • s  rural  development 
efforts  to  the  Secretary  and  directed  him  to  launch  a  compre- 
hensive nationwide  program. 

This  mandate  implied  the  establishment  of  a  coordinating 
mechanism  by  the  Executive  Branch.   The  U.S.  Department  of 
Agriculture  designated  as  this  mechanism  the  Rural  Development 
Service,  a  small  agency  without  the  resources  or  stature  to 
implement  effectively  the  congressional  intent  of  the  law. 
Recently,  USDA  announced  it  would  abolish  the  Rural  Development 
Service,  leaving  the  Department  without  any  mechanism  at  all 
to  continue  even  the  previous  modest  coordinating  efforts. 

In  recognition  of  the  critical  need  for  a  vehicle  by  v/hich 
USDA  can  discharge  its  responsibilities  for  coordination  and 
leadership  of  all  Federal  rural  development,  the  Rural  Develop- 
ment Policy  Act  would  establish  a  mechanism  in  the  form  of  a 
Federal  Rural  Development  Council,  made  up  of  members  of  the 
President's  Cabinet  and  heads  of  major  independent  agencies, 
permanently  chaired  by  the  Secretary, of  Agriculture. 

t . 

The  Council,  with  representatives  of  all  agencies  that  have 
programs  affecting  rural  areas,  would  assist  the  Secretary  in 
developing  and  coordinating  a  multi-year,  nationwide  rural 
development  program  in  addition  to  monitoring  progress,  eliminat- 
ing gaps,  overlaps,  and  conflicts  among  existing  Federal  programs 
and  reducing  bureaucratic  and  administrative  problems  that 
hamper  delivery  of  assistance  to  rural  America. 

The  bill  would  authorize  the  Secretary  of  Agriculture  to 
provide  staff  and  administrative  support  to  the  Council.   It 
would  also  create  the  position  of  Under  Secretary  of  Rural 
Development  within  USDA  to  insure  department-wide  cooperation. 
Moreover,  the  bill  would  authorize  funds  to  assist  rural  com- 
munities in  the  planning  and  preparation  of  applications  for 
Federal  assistance. 

We  urge  Congress  to  pass  this  or  similar  legislation  which 
could  significantly  strengthen  the  Department  of  Agriculture 
in  performing  the  lead-role  in  rural  development  and,  at  the 
same  time,  vastly  improve  the  delivery  of  Federal  programs  to 
rural  areas. 
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RESOLUTION  ADOPTED  AT  ANNUAL  MEETING  OF  THE 

NATIONAL  RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

LAS  VEGAS,  NEVADA,  FEBRUARY,  1978 


Congressional  Rural  Caucus 

We  commend  the  Congressional  Rural  Caucus  and  the  dedicated 
leadership  of  its  chairman,  Rep.  John  Breckinridge,  for  its 
effort  on  behalf  of  seeking  equity  for  rural  areas. 

We  reaffirm  our  support  for  the  Caucus  which  presently 
numbers  over  100  members  of  both  major  political  parties. 

We  urge  that  the  Caucus  give  top  priority  on  its  agenda  to 
the  preservation  and  strengthening  of  the  Department  of  Agriculture 
as  an  alternative  to  Administration  proposals  that  would  reduce 
USDA  to  a  minor  agency.   And  as  a  means  of  accomplishing  this,  we 
recommend  that  the  Caucus  endorse  and  support  the  Rural  Develop- 
ment Policy  Act  and  the  transfer  of  the  responsibility  for  the 
rural  portion  of  the  Community  Development  Block  Grant  program 
from  the  Department  of  Housing  and  Urban  Development  to  Farmers 
Home  Administration. 
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RESOLUTION  ADOPTED  AT  ANNUAL  MEETING  OF  THE 

NATIONAL  RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

LAS  VEGAS,  NEVADA,  FEBRUARY,  1978 


Community  Development  Block  Grants  Inequity 

Community  Development  Block  Grants  are  a  major  source  of 
Federal  assistance  to  communities  for  financing  essential  fac- 
ilities including  water  and  sewer  systems. 

The  apportionment  of  these  funds  to  rural  areas  is  limited 
to  20%  of  the  amounts  appropriated  annually  by  Congress  with 
80%  going  to  urban  areas. 

Under  any  reasonable  measurement,  whether  population,  in- 
come, households  without  running  water,  poverty,  substandard 
housing  or  a  combination  of  these,  rural  areas  would  be  entitled 
to  a  much  higher  proportion. 

A  recent  study  sponsored  by  Community  Services  Administra- 
tion revealed  considerable  bias  against  small  towns  by  the  Depart- 
ment of  Housing  and  Urban  Development  which  administers  the 
Community  Development  Block  Grants  (CDBG)  program. 

While  raising  the  share  of  funds  for  rural  areas  to  40%  of 
the  total  would  be  one  step  which  could  correct  this  inequitable 
situation,  an  additional  logical  step  would  be  to  give  Farmers 
Home  Administration  the  responsibility  and  authority  for  the 
CDBG  program  in  rural  areas.   This  would  increase  the  efficiency 
of  the  program  by  incorporating  these  community  development  grants 
for  rural  areas  in  FmHA's  on-going  community  development  program, 
and  would  reduce  the  burden  on  rural  communities  of  having  to 
.deal  with  two  Federal  agencies.  /In  our  opinion,  it  would  make 
more  sense  for  the  agency  responsible  for  community  facilities 
in  rural  areas,  to  administer  the  rural  part  of  the  CDBG  program 
rather  than  for  HUD,  an  urban-oriented  agency  which  is  hard- 
pressed  to  keep  up  with  the  expanding  demands  of  urban  centers. 
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RESOLUTION  ADOPTED  AT  ANNUAL  MEETING  OF  THE 

NATIONAL  RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

LAS  VEGAS,  NEVADA,  FEBRUARY,  1978 


USDA  Reorganization 


Proposals  to  transfer  major  functions  of  the  Department 
of  Agriculture  are  once  again  being  made  in  the  name  of  Federal 
reorganization. 

Stripped  of  most  or  all  of  its  agencies  and  programs  ex- 
cept those  concerned  with  farm  and  commodity  programs,  it  is 
not  likely  that  the  department  would  retain  its  Cabinet-level 
status.  Its  present  constituency  of  some  55-million  rural 
people  would  be  reduced  to  approximately  three  million  farm 
families. 

While  farming  is  still  the  bedrock  of  the  economy  of  rural 
America,  it  is  no  longer  able  to  provide  the  millions  of  jobs 
necessary  to  stabilize  the  rural  population  and  hold  in  check 
rural  out-migration  which  has  caused  severe  problems  for  cities 
as  well  as  rural  communities.  More  than  59%  of  the  income  of 
all  farm  families  in  1976  came  from  off -farm  sources.  A  maj- 
ority of  farm  families  could  not  enjoy  a  decent  standard  of 
living  without  the  additional  income  fron  non-farm  employment. 

In  addition  to  its  work  in  connection  with  farming,  USDA 
has  the  mission  for  rural  development  assigned  to  it  in  the 
Rural  Development  Act  of  1972.  NRECA  recommended  and  supported 
this  assignment.  USDA  is  better  suited  than  any  other  Federal 
department,  existing  or  proposed,  to  carry  out  the  mission  of 
rural  development  by  virtue  of  its  rural  and  farm  orientation, 
its  knowledge  of  rural  people,  and' its  extensive  network  of 
field  offices  and  staff. 

If  there  were  convincing  evidence  that  USDA's  rural  de- 
velopment • and  other  non-farm  functions  could  be  more  effectively 
administered  by  other  departments,  then  this  might  provide 
justification  for  transferring  them.  The  evidence  strongly 
indicates  the  contrary.  If  other  departments  had  been  able 
to  serve  the  needs  of  rural  areas  with  their  community  de- 
velopment, housing  and  other  programs,  Congress  would  not 
have  had  to  establish  rural  versions  in  USDA. 

We  hold  the  same  opinion  today  as  in  1972  when  we  opposed 
similar  plans  of  the  Nixon  Administration  which  would  have 
virtually  destroyed  USDA.  And  as  we  recommended  then,  we 
recommend  again  in  respect  to  the  present  reorganization  plans; 
namely,  that  instead  of  dismembering  USDA,  the  wiser  course 
would  be  to  keep  it  intact  and  to  strengthen  it  as  proposed 
in  legislation  now  pending  in  Congress  so  that  it  can  imple- 
ment its  responsibilities  to  rural  America  more  effectively. 
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Mr.  Nolan.  Thank  you  for  your  testimony  and  your  support  and 
endorsement  for  both  of  these  proposals.  The  National  Rural  Elec- 
tric Cooperative  Association  has  always  been  such  an  important  and 
articulate  voice  for  rural  concerns.  Your  endorsement  of  these  pro- 
posals is  greatly  appreciated  and  most  significant. 

I  have  no  questions. 

Mr.  Grassley,  do  you  have  any  questions? 

Mr.  Grassley.  I  would  invite  you — since  we  are  having  adminis- 
tration witnesses  before  our  subcommittee  in  April— that  if  you  have 
any  specific  questions  or  points  that  we  ought  to  bring  out  with 
them,  I  would  appreciate  very  much  if  you  would  pass  those  on  to 
us.  With  your  expertise  in  this  area,  any  thoughts  you  have  should 
not  go  unmentioned. 

Mr.  Murray.  I  would  be  glad  to  do  that. 

Mr.  Nolan.  I  would  only  add  that  any  specific  recommendations 
that  you  might  have  with  regard  to  executive  reorganization  in  agri- 
culture— particularly  as  it  relates  to  rural  development  efforts — 
would  be  most  appreciated. 

Mr.  Murray.  I  think  our  resolution  on  the  reorganization  is  pretty 
strong  in  its  recommendations. 

Mr.  Nolan.  Thank  you  very  much,  sir. 

Our  next  witness  is  Congressman  Arlan  Stangeland. 

STATEMENT  OF  HON.  ARLAN  STANGELAND,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Stangeland.  Mr.  Chairman,  I  appreciate  the  opportunity  to 
appear  here  today  to  offer  some  brief  remarks  on  the  Rural  Com- 
munity Development  Act,  which  I  have  cosponsored. 

Basically  I  am  not  here  to  indict  the  Department  of  Housing  and 
Urban  Development  for  its  administration  of  community  develop- 
ment programs,  but  to  express  my  conviction  that  the  Secretary  of 
Agriculture  through  the  Farmers  Home  Administration  is  better 
equipped  to  do  the  job  in  very  small  communities  which  exist  in  our 
rural  areas.  The  Farmers  Home  Administration  has  offices  through- 
out the  rural  counties  and  has  intimate  knowledge  of  the  particular 
needs  of  our  rural  population.  This  bill  would  transfer  the  responsi- 
bility for  community  development  programs  to  the  Secretary  of  Ag- 
riculture only  for  those  municipalities  with  populations  under 
20,000.  Surely  that  leaves  a  great  deal  for  HUD  to  administer  and 
places  the  responsibility  where  it  can  more  properly  be  discharged. 

I  would  speculate  that  HUD  would  even  admit  that  its  primary 
interest,  as  far  as  community  development  programs  are  concerned, 
is  with  urban  problems.  This  preoccupation,  perhaps,  is  understand- 
able. With  the  big  city  problems  with  which  we  have  been  confronted 
in  recent  years,  I  would  think  it  would  have  its  hands  full  and  per- 
haps even  welcome  the  opportunity  to  be  relieved  of  the  additional 
burden  of  understanding  and  meeting  the  needs  of  very  small  com- 
munities. 

In  this  proposed  legislation,  we  are  not  asking  for  more  Govern- 
ment expenditures;  we  are  only  askinpr  for  more  effective  Govern- 
ment expenditures.  I  will  not  take  up  the  subcommittee's  time  to  ex- 
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pound  my  views  on  that  subject,  but  I  do  ask  you  to  support  this 
proposal  because  I  think  it  is  in  the  rural  communities9  best  interest 
and  in  the  Federal  Government's  best  interest. 

Thank  you. 

Mr.  Nolan.  Thank  you,  Mr.  Stangeland. 

Our  next  witness  is  !Dean  James  C.  Dollahon,  University  of  Wis- 
consin in  River  Falls.  He  is  representing  the  American  Association 
of  State  Colleges  and  Universities  and  American  Association  of  Uni- 
versity Agricultural  Administrators. 

Thank  you  for  coming,  sir,  we  welcome  ybu  here. 

STATEMENT  OF  JAMES  C.  DOLLAHON,  UNIVERSITY  OF  WISCONSIN, 
RIVER  FALLS,  REPRESENTING  THE  AMERICAN  ASSOCIATION  OF 
STATE  COLLEGES  AND  UNIVERSITIES  AND  AMERICAN  ASSOCIA- 
TION OF  UNIVERSITY  AGRICULTURAL  ADMINISTRATORS 

Mr.  Dollahon.  Thank  you,  Mr.  Chairman. 

As  has  been  indicated,  I  am  here  as  a  representative  of  the  Ameri- 
can Association  of  State  Colleges  and  Universities  and  the  agricul- 
tural arm  of  this  organization,  the  American  Association  of  Uni- 
versity Agricultural  Administrators. 

I  would  like  to  thank  you  for  the  opportunity  to  relay  some  of  the 
concerns  of  the  American  Association  of  State  Colleges  and  Uni- 
versities which  relate  to  H.R.  10885,  the  Eural  Development  Policy 
Act  and  H.R.  9983,  the  Rural  Community  Development  Act. 

AASCU — the  American  Association  of  State  Colleges  and  Uni- 
versities— is  composed  of  325  4-year,  State-supported  colleges  and 
universities  located  throughout  the  United  States.  This  organization 
trains  approximately  2.3  million  students  and  has  a  sincere  interest 
in  the  development  of  rural  America. 

Many  of  the  educational  institutions  which  are  members  of  this 
organization  are  situated  in  rural  settings  and  are  well-acquainted 
with  many  of  the  problems  which  are  being  encountered  in  most  of 
the  rural  communities  today. 

As  we  view  the  situation,  the  concept  of  centralizing  rural  de- 
velopment efforts  in  USDA  appears  to  have  a  great  deal  of  merit. 
No  doubt  the  proposed  council  could  effectively  accomplish  the  ob- 
jectives outlined  from  the  standpoint  of  responsiveness  and  the  im- 
provement of  the  delivery  of  Federal  programs  to  rural  areas. 

The  establishment  of  a  Federal  Rural  Development  Council, 
chaired  by  the  Secretary  of  Agriculture,  appears  to  be  an  effective 
manner  of  coordinating  a  nationwide  rural  development  effort. 

Further,  the  concept  of  developing  a  comprehensive  strategy  based 
on  the  needs,  the  goals,  the  objectives,  the  plans  and  recommendations 
of  local  communities  and  areas  has  a  high  degree  of  merit. 

The  areas  in  which  programs  are  to  be  established  appear  to  have 
been  adequately  defined  and  rural  'America  needs  the  type  of  help 
that  has  been  proposed. 

One  suggestion  which  might  be  of  benefit  to  the  implementation  of 
the  plans  as  have  been  laid  out  in  these  two  pieces  of  pending  legis- 
lation would  be  some  vehicle  for  additional  inputs  from  the  users. 
We  understand  that  it  has  been  proposed  that  the  number  of  hearings 
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would  be  held  throughout  the  area  and  that  an  attempt  would  be 
made  to  try  to  gain  input  from  the  users  of  the  various  rural  de- 
velopment programs.  Perhaps  an  alternative  might  be  the  develop- 
ment of  some  form  of  a  users  advisory  council  to  serve  in  a  capacity 
of  advisement  to  the  proposed  Federal  Rural  Development  Council. 

With  this  type  of  a  group,  perhaps  the  problem  of  developing  and 
implementing  a  strategy  would  be  much  easier,  especially  if  a  group 
of  knowledgeable  people  were  around  that  could  provide  experiences 
that  have  been  developed  over  the  years  in  terms  of  the  implmenta- 
tion  of  a  rural  development  program. 

We  think  the  concept  of  the  Rural  Development  Act  of  1972  had 
a  great  deal  of  merit.  Some  of  the  projects  that  were  produced^  were 
very  fruitful  and  some  of  the  results  have  been  very  beneficial  to 
many  of  the  rural  areas  throughout  America.  However,  in  other 
cases  much  more  could  have  been  accomplished  if  some  other  situa- 
tions had  not  developed  as  far  as  the  act  was  concerned. 

Certainly  the  size  of  the  budget  was  a  very  limiting  factor.  Ade- 
quate funds  to  make  a  major  impact  were  not  requested  nor  were  they 
appropriated.  Further,  the  distribution  of  available  dollars  in  some 
States  left  a  great  deal  to  be  desired.  These  funds  were  allocated  to 
USD  A  for  rural  development  and  they  were  channeled  to  the  various 
States  through  the  agricultural  experiment  stations  with  the  pro- 
vision that  rural  development  projects  were  to  be  implemented  using 
the  colleges  and  universities  which  were  in  the  best  position  to  assist 
communities  with  problems. 

In  my  home  State  of  Wisconsin  the  plan  was  implemented  as  recom- 
mended by  the  act.  However,  in  other  States  this  was  not  the  case. 
In  certain  States  the  available  funds  were  not  distributed  and  the 
maximum  results  from  the  dollars  invested  were  not  received. 

Perhaps  the  concept  of  developing  an  overall  strategy  with  input 
from  users  can  circumvent  many  of  the  problems  encountered  pre- 
viously. There  is  no  doubt  that  the  concept  of  planning  grants  au- 
thorized under  section  111  will  be  of  significant  value  to  the  smaller 
rural  communities.  Although  it  is  not  clear  as  to  how  such  grants 
would  be  awarded,  it  is  assumed  that  they  would  be  made  to  the  com- 
munities, to  the  areas  and  to  the  regions  that  would  develop  pro- 
posals and  submit  them  with  the  proviso  or  the  provision  that  the 
unit  receiving  the  grant  would  contract  with  other  agencies,  with 
colleges  and  universities,  with  professional  planners  and  others  for 
the  necessary  expertise  to  insure  that  a  meaningful  and  feasible  plan 
can  be  developed. 

In  reviewing  the  proposed  outcome  of  the  Council  that  has  been 
proposed  with  local  input  to  develop  a  coordinated,  comprehensive, 
economical  development  strategy  for  rural  America,  is  a  most  worthy 
goal.  It  is  one  that  I  certainly  hope  can  be  accomplished  through 
the  efforts  of  the  group  that  is  appearing  here  today. 

The  members  of  AASCU  have  contributed  in  many,  many  differ- 
ent ways  to  the  development  of  rural  America  and  stand  ready  to 
assist  in  the  future  in  any  way  they  possibly  can.  When  one  considers 
the  expertise  available  at  the  325-member  colleges  and  universities 
throiighout  this  great  Nation,  we  ask  that  provisions  be  made  in  the 
pending  legislation  whereby  these  institutions  can  participate  in  the 
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development  and  the  implementation  of  the  strategy  proposed.  Al- 
though a  provision  was  made  in  past  legislation  whereby  all  colleges 
and  universities  in  theory  had  the  opportunity  to  participate,  only  a 
limited  number,  outside  of  the  land  grant  system,  became  involved. 
The  reason  often  given  was  related  to  a  lack  of  available  funding 
and  perhaps  this  was  the  actual  reason  that  more  institutions  were 
not  involved. 

However,  as  we  look  throughout  this  great  Nation,  there  are  many 
institutions  that  are  located  in  rural  areas.  There  is  a  great  deal  of 
expertise  that  would  be  associated  with  these  institutions  plus  the 
fact  that  they  do  have  a  high  degree  of  interest  in  terms  of  trying 
to  develop  the  area  in  which  they  are  located. 

As  you  are  probably  aware,  I  think  our  mutual  good  friend,  John 
Weifahl,  is  trying  to  get  something  going  down  in  southwest  Minne- 
sota. I  am  sure  in  time  that  if  this  comes  to  pass  and  the  resources 
are  available,  it  will  be  extremely  helpful  to  that  section  of  the  State. 

Who  would  know  better  what  the  problems  are  than  some  of  the 
faculty  people  that  are  associated  with  the  people  in  the  community 
located  in  that  section  of  your  State.  This  is  the  point  that  I  am  try- 
ing to  make.  There  is  a  tremendous  amount  of  spinoff  that  develops 
as  a  result  of  some  of  the  institutions  being  located  in  rural  com- 
munities. With  their  association  with  the  various  farmers  and  the 
leaders  in  rural  America,  I  am  sure  that  they  are  very  ready,  willing, 
and  able  to  support  a  program  that  will  help  develop  rural  America 
as  has  been  described  in  the  pending  legislation. 

In  summary  I  would  like  to  say  that  as  an  organization  we  are 
fully  aware  of  all  of  the  problems  that  have  been  facing  the  problem 
with  regard  to  individual  communities  being  able  to  go  to  one  source 
and  seek  the  type  of  help  that  is  required  for  development.  Hopefully 
with  the  system  that  you  have  established  here,  it  will  be  feasible  for 
them  to  go  to  one  agency  and  make  their  needs  known  and  perhaps 
in  this  way  coordinate  an  overall  effort  that  will  accomplish  the  goals 
that  you  have  set  forth. 

Chairman  Nolan  and  your  coworkers,  I  would  certainly  like  to 
compliment  you  in  terms  of  the  concept  of  this  proposal.  I  really 
feel  that  it  will  be  of  extreme  benefit  to  the  people  out  in  rural 
America  that  need  the  type  of  help  that  is  suggested  here. 

Thank  you. 

Mr.  Nolan.  Thank  you  very  much  for  your  testimony  and  for  the 
suggestions  that  you  have  offered  here  for  the  subcommittee  to 
consider. 

I  have  no  questions,  so  we  thank  you  very  much,  sir. 

We  welcome  and  appreciate  your  endorsement  of  these  proposals. 

At  this  point  in  the  record  I  would  also  like  to  insert  statements  in 
support  of  H.R.  10885  from  the  National  Governors  Association  and 
the  Independent  Bankers  Association  of  America. 

[Material  to  be  supplied  follows :] 
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t         t  National  Governors*  Association 


February  16,  1978 


Mr.  Jim  Sviderski 

House  Committee  on  Agriculture 

Subcommittee  on  Family  Farms, 

Rural  Development 

Room  1301  LHOB 

Washington,  D.C.  20515 

Dear  Mr.  Swiderski: 

Pursuant  to  your  request  for  comments  on  federal  programs  and 
policies  which  could  be  made  to  operate  more  effectively  in  rural  areas, 
1  have  outlined  below  specific  problems  in  certain  programs  as  well  as 
more  generic  concerns. 

As  you  are  no  doubt  aware,  virtually  every  socioeconomic  indicator 
of  well-being  devised  by  the  Federal  government  shows  rural  people  to  be 
worse  off  than  their  urban  and  suburban  counterparts.   Poverty,  subemploy- 
ment,  poor  health,  inadequate  educational  systems,  substandard  housing, 
and  inadequate  transportation  all  take  a  much  heavier  toll  in  rural  than 
in  urban  areas,  yet  federal  programs  have  consistently  been  fashioned  to 
meet  primarily  urban  needs. 

Much  of  the  inadvertent  or  unnecessary  urban  bias  in  federal  pro- 
grams could  be  eliminated  by  administrative  remedy.  The  following  are 
examples  of  the  pervasive  federal  policy  insensitivity  to  rural  areas  and 
small  cities: 

1.  Rural  Development  Act  programs  administered  by 
Farmers  Home  Administration  require  up  to  502 
local  matching  funds.   HUD  and  EPA  grants,  which 
go  primarily  to  large  cities,  provide 'up  to  100% 
and  75%  of  project  cost  respectively.   Furthermore, 
Administration  guidelines  for  implementing  rural 
development  programs  resulted  in  average  grant 
levels  of  only  25%  in  1975  and  29%  in  1976. 

2.  In  order  to  qualify  for  federal  funds  under  the 
National  Health  Planning  and  Resources  Develop- 
ment Act  of  1974  communities  must  be  in  designated 
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Health  Service  areas  containing  a  minimum 

of  500,000  people   In  the  rural  West  this 
means  the  health  planning  and  service  area 
la  too  large  and  diverse  to  be  practical. 
Additionally,,  urban- oriented  federal  require- 
ment h  for  equipment ,  number  of  beds,  qualifi- 
cations of  doctors  and  support  staff  prevent 
rural  health  clinics  and  hospitals  from  operating 
economically  given  the  variety  and  else  of  the 
case  load. 

3.  HUD  hes  proposed  regulations  which  would  restrict 

communities  of  leas  than  SO  000  population  from 
receiving  mult  1 year  funding  for  the  Community  Develop- 
ment Block  Grant  programs.  Larger  c It  lea  can  apply 
for  three-year  grants,  allowing  better  planning. 
(the  National  Association  of  Smaller  Communities, 
the  Mississippi  Conference  of  Black  Mayors,  and  10 
communities  are  suing  HUD  in  a  challenge  to  the 
pending  regulations) 

4.  Lack  of  coord lost  Ion  in  federal  program  funding 
limits  the  cooperative  use  of  funds  fro*  different 
programs  with  complementary  objectives  in  rural 
areas.  A  study  by  the  National  Commission  for  Han- 
power  Policy  (NCMP  3-2^-77  J  examined  three  general 
program  categories  which  affect  community  develop- 
ment and  found  the  relative  correspondence  levels 
of  program  out  Lay a  (FY  1975)  to  be  such  higher  in 
urban  than  In  rural  areaa.   (High  correlation 
coefficients — approaching  1,0 — suggest  that  Indi- 
vidual count lea  receive  about  the  same  relative 
amount  of  funds  from  each  program)   Correlation 
coefficients  in  metropolitan  counties  were  0.72 
for  manpower  and  Industrial  development  outlays, 
0.83  for  manpower  and  community  development  outlays, 
and  0. &S  for  Industrial  development  and  community 
development  outlays.'  Nonmctropolitan  correlation 
coefficients  were  0.Q7  for  manpower  and  industrial 
development  outlays,  0.43  for  manpower  and  community 
development  outlays,  and  0  11  for  industrial  develop- 
ment and  community  development  outlays. 
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5.  Many  federal  programs  use  allocation  formula 
which  utilite  unemp luymen t  data  which  are 
Inadequate  measures  of  hardship  in  rural  areas. 
Current  labor  force  data  are  not  readily  avail- 
able for  most  nonmetro  counties.   The  major  source 
of  current  labor  force  data,  the  monthly  Current 
Population  Survey  (CPS)  uses  a  b ample  ise  which 
rural  spokespersons  contend  is  much  too  small,  to 
accurately  estimate  unemployment  for  individual 
nonmetro  counties   The  CPS  data  are  adjusted  to 
rural  counties  by  means  o£  local  data  obtained  from 
unemployment  compensation  and  employment  office 
registration.   Such  adjusted  estimates  are  inaccurate 
for  measuring  rural  unemployment  since  rural  residents 
are  much  less  likely  to  use  the  public  employment 
service  than  are  urban  residents  partially  because 

of  greater  dependence  on  informal  labor  market  ex- 
changes by  both  employers  and  job  seekers,  and 
partially  because  of  the  unavailability  of  ££  offices. 
About  1  000  nonmetro  counties  do  not  have  a  state 
employment  office  to  help  prepare  labor  force  estimates 
for  the  local  areas. 

Many  rural  manpower  experts,  including  Ray  Marshall, 
have  concluded  that  unemployment  as  currently  defined 
is  a  wholly  inadequate  measure  of  either  joblessness 
or  hardship  In  rural  areas.  Despite  their  calls  for 
the  development  of  subemployment  data,  no  significant 
attempt  is  being  made  by  the  Bureau  of  Labor  Statistics 
to  develop  such  data. 

6.  Other  aspects  of  the  federal  insensitivity  to  rural 
problems  and  needs  include  failure  to  account  for  the 
higher  cost  of  providing  a  given  level  of  (relatively 
more  scarce)  social  services  in  rural  than  in  urban 
areas,  and  the  lack  of  information,  time,  and  skills 
to  compete  effectively  for  federal  funds. 

The  treatment  afforded  rural  areas  in  the  past  under  various  federal 
manpower  programs  and  currently  under  the  Comprehensive  Employment  and  Training 
Act  (CETA)  is  a  good  illustration  of  the  urban  orientation  of  federal  programs. 
CETA,  passed  in  1973,  was  supposed  to  provide  rural  areas  with  the  same  access 
to  employment  and  training  opportunities  as  exists  in  urban  areas.   In  1977 
President  Carter  reported  that  rural  areas,  with  27. 6X   of  the  U.S.  population, 
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received  only  12Z  of  FY  1975  employment  and  training  outlays.  (These 
figures  nay  be  subject  to  question,  but  DOL  collects  absolutely  no  data 
that  allow  a  more  reliable  accounting  of  outlays  to  be  made). 

CETA  Is  also  an  example  of  the  tendency  of  Congress  to  impose 
administrative  arrangements  which  bypass  the  State,  thereby  crippling  the 
ability  of  Governors  to  coordinate  economic  and  human  resource  development 
activities.  Congress  must  recognise  the  critical  role  of  the  Governor, 
who  Is  In  the  best  position  to  eddress  the  needs  and  problems  of  urban  and 
rural  areas  within  the  State  through  resource  allocation  and  the  provision 
of  technical  assistance. 


(t+d&y 


Sincerely, 

-Tob  McCarthy 
Policy  Fellow 
Employment  and  Vocational 
Training  Program 
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STATEMENT  OF  THE  INDEPENDENT  BANKERS  ASSOCIATION 
OF  AMERICA 


The  Independent  Bankers  Association  of  America  welcomes 
this  opportunity  to  comment  on  two  very  important  bills  now 
pending  before  this  subcommittee,  H.R.  10885,  the  Rural 
Development  Policy  Act  of  1978  and  H.R.  9983,  the  Rural  Com- 
munity Development  Act  of  1977. 

IBAA  is  comprised  of  a  large  number  of  relatively  small 
and  medium- sized  community  owned  banks.  More  than  80%  of 
our  membership  have  assets  under  $25  million.  About  one- 
half  of  our  members  are  located  in  communities  of  5,000  or 
under  and  90%  in  towns  and  cities  of  less  than  30,000.  Most 
of  our  members  are  found  in  the  states  of  the  Midwest  and 
South.   Consequently,  they  are  heavily  involved  in  rural  de- 
velopment and  agricultural  programs. 

It  is  interesting  to  note  that  banks  with  assets  of  $25 
million  or  less  supply  over  half  of  the  credit  extended  to 
agriculture  by  all  of  the  nation's  commercial  banks.   In 
addition,  our  member  banks  also  supply  a  substantial  part  of 
the  credit  for  rural  housing,  small  business  development  and 
consumer  loans.   By  supplying  a  major  share  of  bank  credit 
to  our  rural  communities,  our  member  banks  are  making  a 
considerably  larger  contribution  to  the  nation's  economic 
well-being  than  one  might  assume  from  their  size  character- 
istics alone. 

A  typical  independent  bank  represented  by  IBAA  is 
locally  owned;   Therefore,  the  management  has  a  genuine 
interest  in  the  welfare  of  the  community.   Rural  bankers 
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frequently  assume  leadership  roles  in  small  communities  and 
are  in  a  position  to  bring  about  a  healthy  environment  and 
improvement  in  lifestyles  contemplated  under  the  Rural 
Development  Act  of  1972. 

Prior  to  the  Rural  Development  Act  of  1972,  responsibility 
for  rural  development  had  not  been  clearly  defined.  We  were 
extremely  pleased  when  the  mission  for  rural  development  was 
assigned  to  an  agency  within  the  Department  of  Agriculture 
with  authority  to  oversee  the  full  implementation  of  the 
Act.  unfortunately,  however,  the  responsible  agency,  the 
Rural  Development  Service,  operated  with  only  a  limited 
number  of  employees  and  were  unable  to  maintain  the  discipline 
over  the  numerous  rural  development  activities  which  would 
be  necessary  to  bring  about  the  desired  change  in  rural 
America. 

IBAA  found  many  shortcomings  in  the  administration  of 
the  Rural  Development  Act,  most  of  which  could  be  attributed 
to  lack  of  funding  and  its  consequent  limitations  upon  the 
Farmers  Home  Administration  staff.   The  Business  and  Industry 
guaranteed  loan  program,  for  instance,  which  could  have 
become  the  basic  financing  vehicle  for  the  creation  of  jobs 
and  payrolls  in  rural  America,  has  been  inadequately  funded 
and  has  not  achieved  its  intended  objective.   Similarly  the 
Farmer  Loan  programs  have  been  limited  largely  to  direct 
lending  made  available  through  the  Farmers  Home  Administration 
because  of  artificial  interest  rate  ceilings  on  the  guaranteed 
loans  available  for  farm  operations  and  farm  ownership  pur- 
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poses. 

Moreover,  under  the  Rural  Development  Act  the  Farmers 
Home  Administration  has  authority  to  provide  community 
planning  grants  to  assist  the  smaller  towns  and  villages 
that  did  not  have  the  expertise  or  resources  to  finance 
their  own  professional  planning  programs.  Lack  of  funding 
again  has  made  it  impossible  for  many  deserving  communities 
to  proceed  with  long  range  rural  development  projects. 

The  housing  needs  of  rural  Amrica  go  hand  in  hand  with 
the  development  of  these  communities  and  their  attractiveness 
to  small  business  and  industry. 

1BAA  member  banks  have  always  taken  a  great  interest  in 
meeting  the  housing  needs  of  rural  communities  and  thus  it 
was  with  great  distress  that  we  learned  that  the  Administration 
has  not  allocated  any  funds  in  its  78-79  budget  for  the 
above-moderate  guaranteed  housing  loan  program  in  rural 
areas.   Although  the  program  had  not  yet  been  fully  implemented, 
it  was  the  belief  of  a  great  many  of  our  rural  bankers  that 
this  was  a  program  in  which  local  bankers  could  work  in 
cooperation  with  the  federal  government  in  providing  decent 
housing  to  a  far  greater  number  of  rural  Americans;   Thus  it 
would  be  our  hope  that  the  Administration  would  reconsider 
its  decision  to  halt  implementation  of  the  program. 

1BAA  has  encouraged  the  utilization  of  the  guaranteed 
loan  programs  as  a  vehicle  to  bring  about  orderly  rural 
development.  We  find  that  such  loans  can  be  utilized  effectively 


Digitized  by 


Google 


73 

to  alleviate  capital  shortages  in  rural  communities  and 
permit  lending  institutions  to  extend  credit  to  businesses 
and  farm  enterprises  that  would  not  otherwise  qualify  on  a 
conventional  basis.  We  are  working  closely  with  the  Farmers 
Home  Administration  at  the  present  time  in  an  attempt  to 
perfect  a  "liquidity  plan"  whereby  banks  would  be  authorized 
to  earmark  short-term  loans  which  could  be  eventually  presente 
to  the  Farmers  Home  Administration  for  a  blanket  guarantee. 
Such  a  block  of  loans  could  be  sold  in  the  secondary  market 
and  thereby  enable  the  bank  to  bring  in  new  capital  during 
tight  money  periods. 

Effort 8  are  also  being  made  to  simplify  the  processing 
of  applications  for  guaranteed  loans  offered  by  the  Farmers 
Home  Administration  as  well  as  those  available  through  the 
Small  Business  Administration.   We  are  encouraged  to  find 
that  the  agencies  are  reviewing  their  loan-making  techniques 
in  a  effort  to  speed  up  the  processing  of  loan  applications 
and  in  a  further  effort  to  eliminate  unnecessary  paperwork. 

And  thus,  it  is  because  of  this  deep  Involvement  in 
rural  communities  and  their  development  that  the  1BAA  commends 
the  Subcommittee  on  Family  Farms,  Rural  Development  and 
Special  Studies  for  addressing  these  problem  areas  through 
H.R.  10885,  The  Rural  Development  Policy  Act  of  1978,  and 
H.R.  9983,  the  Rural  Community  Development  Act  of  1977.   The 
Independent  Bankers  Association  of  America  has  long  supported 
full  implementation  of  the  Rural  Development  Act  and  we 
deeply  regret  that  Section  603  of  the  Act  has  failed  to 
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work.   Perhaps  the  concepts  envisioned  in  the  two  bills  now 
before  the  Committee  will  aid  in  realizing  the  goals  set  out 
by  the  Rural  Development  Act. 

In  general,  we  support  the  concept  embodied  in  H.R. 
10885.  For  far  too  many  years,  smaller  communities  have  been 
unable  to  utilize  many  of  the  programs  which  could  have  been 
used  to  bring  relief  to  their  citizens  due  to  the  often 
conflicting  and  burdensome  administrative  problems  caused  by 
dealing  with  a  myriad  of  federal  agencies  and  programs. 
Larger  communities  are  able  to  hire  full  time  staffs  to  work 
with  the  federal  government  in  implementing  these  programs 
but  such  an  approach  is  economically  unfeasible  for  the 
majority  of  rural  communities  in  our  country. 

All  too  often,  programs  outside  of  the  Department  of 
Agriculture,  have  a  substantial  negative  effect  on  rural  de- 
velopment.  The  bureaucrats  in  Washington  must  realize  that 
administrative  rulings  handed  down  by  the  Department  of 
Health,  Education  and  Welfare,  HUD,  EPA  and  many  others 
often  counterbalance  many  of  the  positive  programs  aimed  at 
developing  these  rural  areas. 

However,  our  Association  questions  the  need  for  a  21 
man  council  in  that  some  of  the  representatives  on  the 
council  would  appear  to  be  only  peripherally  involved  in 
matters  affecting  rural  development  -  perhaps  a  scaled  down 
coordinating  council  would  be  more  effective. 
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.  The  goals  of  H.R.  10885  are: 

1.  to  develop  a  nationwide  five  year  development 
program; 

2.  to  eliminate  gaps,  overlaps  and  conflicts  among  ex- 
isting federal  programs; 

3.  to  reduce  bureaucratic  and  administrative  problems 
and  red-tape; 

4.  to  monitor  the  progress  of  rural  development  programs; 

5.  to  conduct  a  systematic  review  of  federal  programs 
effecting  rural  areas  to  determine  whether  such 
areas  are  benefitting  equitably  in  comparison  to 
urban  areas;   and, 

6.  to  report  annually  to  Congress  on  the  needs  of 
rural  America  and  the  requirements  for  meeting 
multi-year  goals. 

These  goals  are  certainly  commendable,  and  if  they  are 
carried  out  completely  they  will  go  a  long  way  in  addressing 
rural  development  needs. 

Our  Association  is  also  concerned  that  such  a  coordinating 
council  might  be  mere  window  dressing  unless  additional  USDA 
support  staff  is  added  to  see  that  the  above  mentioned  goals 
are  implemented. 

Perhaps  an  ancillary  approach  to  be  considered  would  be 
to  attempt  to  coordinate  these  programs  on  the  state  level 
where  the  officials  are  more  attuned  to  the  needs  and  problems 
of  the  local  jurisdictions.   In  several  states,  agencies  have 
been  created  to  coordinate  the  federal  programs  available  to 
the  states  and  perhaps  these  agencies  could  serve  as  models 
to  be  studied  and  expanded  upon  by  other  states.   Perhaps 
the  Committee  might  consider  providing  support  staff  to 
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these  state  organizations  to  help  coordinate  the  various 
federal  programs.  The  recent  conference  in  Lexington,  Kentucky 
on  Rural  Development  defined  many  of  the  problem  areas 
common  to  the  smaller  communities.  Most  important  seemed  to 
be  that  of  gaining  access  to  information  on  federal  programs. 
It  was  suggested  that  federal  programs  be  made  available  at 
a  central  point  with  provisions  for  counseling  and  guidance. 
If  some  form  of  "one- stop"  assistance  could  be  provided  then 
the  problems  encountered  by  our  small  rural  communities 
could  possibly  be  alleviated. 

We  would  agree  with  the  comments  of  Secretary  Bergland 
when  he  addressed  the  White  House  Conference  on  Balanced 
National  Growth  and  Economic  Development,  when  he  said, 
"Nonmetropolitan  areas  need  a  single  Federal  system  for 
delivering  core  community  development  assistance  that  will 
provide  funds  directly,  uniformly,  and  efficiently  and  will 
take  into  consideration  the  conditions  and  priorities  found 
in  such  areas.  Such  a  system  would  group  like  programs  under 
one  administrator  and  permit  direct  funding  in  consultation 
with  State  and  local  governments,  to  areas  and  projects  in 
order  to  produce  the  greatest  long-term  benefit,  at  the 
least  administrative  cost  to  all  participants  —  Federal, 
State  and  local." 

H.R.  $983  would  transfer  the  authority  for  distributing 
the  community  development  grants  allocated  to  rural  areas 
from  HUD  to  the  Farmers  Rome  Administration.   FmHA  already 
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has  the  responsibility  for  conmunity  facility  programs  in  rural  areas. 
No  one  can  deny  that  rural  development  is  often  neglected  by  the 
bureaucrats  at  HUD  with  its  urban  bias.  Yet,  once  again,  IBM  would 
question  the  wisdom  of  having  additional  programs  at  the  Farmers' 
Home  unless  sufficient  support  staff  is  created.  Throughout 
the  years,  the  record  of  the  Farmers  Home  Administration  in 
meeting  the  critical  housing  and  lending  needs  of  the  rural 
poor  has  been  exemplary  and  if  the  amount  of  monies  now 
slated  for  redevelopment  in  rural  areas  could  also  be  chanelled 
through  the  same  caring  hands,  we  are  confident  that  the 
needs  of  rural  America  could  be  more  adequately  addressed. 

In  conclusion,  should  the  Congress  decide  to  enact 
legislation  along  the  lines  embodied  in  the  two  bills  now 
before  the  Committee,  it  is  our  sincere  belief  that  the 
distressing  conditions  in  so  many  rural  communities  will 
soon  be  more  adequately  addressed. 
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Mr.  Nolan.  We  will  call  on  our  next  witness,  Mr.  Clinton  D.  Kurtz, 
executive  vice  president,  Citizens  State  Bank  in  Norwood,  Minn., 
representing  the  American  Bankers  Association. 

It  is  always  a  pleasure  to  welcome  a  fellow  Minnesotan  to  appear 
before  the  subcommittee. 

[The  prepared  statement  submitted  by  Mr.  Kurtz  follows :] 
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Statement  of  Clinton  D.  Kurtz 
on  Behalf  of  the  American  Bankers  Association 

Mr.  Chairman,  I  am  Clinton  D.  Kurtz,  Elective  Vice-President  of 
the  Citizens  State  Bank  in  Norwood,  Minnesota.  Our  community  has  a 
population  of  about  1200  and  has  participated   in  several  different  rural 
development  programs.  I  am  representing  the  American  Bankers  Association 
of  which  about  92%  of  the  nation's  over  14,000  banks  are  members. 

We  appreciate  this  opportunity  to  present  our  views  on  the  Rural 
Development  Policy  Act  of  1978  (H.R.  10885)  and  the  Rural  Community  Develop- 
ment Act  of  1977  (H.R.  9983).  We  would  like  to  focus  first  on  the  Rural 
Development  Policy  Act.  This  Act  would  create  a  Federal  Rural  Development 
Council  to  coordinate  Federal  rural  development  programs  and  prepare  a 
comprehensive  rural  development  plan.  This  Council  would  be  made  up  of  the 
members  of  the  President's  cabinet  along  with  heads  of  Federal  agencies 
administering  programs  which  affect  rural  America.  H.R.  10885  would  also 
change  the  name  of  the  Department  of  Agriculture  to  the  Department  of  Agricul- 
ture and  Rural  Development  and  the  name  of  the  Farmers  Home  Administration  to 
the  Farm  and  Rural  Development  Administration.  Finally,  it  would  provide  for 
a  new  Under  Secretary  of  Agriculture  for  Rural  Development. 

In  general,  we  support  the  provisions  of  H.R.  10885.  However,  as  we 
describe  below,  the  bill  does  not  address  several  major  sources  of  ineffective- 
ness of  Federal  rural  development  efforts. 

Our  Association  is  deeply  interested  in  rural  development  issues.  Two- 
thirds  of  the  nation's  full-service  banks  are  in  communities  of  less  than 
25,000  people.   In  fact,  half  are  in  towns  with  fewer  than  5,000  residents. 
Our  member  banks  are  an  important  supplier  of  the  financial  resources  for 
rural  development.  Banks  as  of  January  1,  1977  held  over  $30  billion  or 
approximately  30  percent  of  the  debt  of  farm  families.  The  bulk  of  this — 
nearly  70  percent — is  held  by  banks  under  $50  million  in  size. 


Digitized  by 


Google 


80 


A  large  number  of  existing  Federal  programs  have  a  significant  impact 
on  rural  development.  A  1972  publication  describing  federally- funded  rural 
development  programs  listed  nearly  500,  many  of  them  outside  the  Department 
of  Agriculture.  Of  course,  not  all  of  these  programs  have  a  major  impact 
on  rural  areas  and  not  all  of  these  programs  have  rural  development  as  their 
primary  goal.  Nevertheless,  the  large  number  of  diverse  rural  development 
programs  makes  necessary  some  sort  of  coordination  mechanism  such  as  proposed 
in  H.R.  10885. 

The  Rural  Development  Act  of  1972  set  the  stage  for  direct  bank  involve- 
ment in  Federal  rural  development  programs.  This  Act  authorized  the  Farmers 
Home  Administration  to  partially  guarantee  loans  made  by  local  lenders  for 
certain  rural  development  purposes.  Soon  after  passage  of  the  Rural  Develop- 
ment Act,  our  Association  formed  a  task  force  to  help  inform  our  members  of 
the  various  programs  initiated  by  the  Act.  Since  then  our  members  have  played 
a  pivotal  role  in  these  guaranteed  loan  programs*.  In  addition,  many  of  our 
members  are  leaders  in  their  own  community,  and  therefore,  have  gained  broad 
experience  with  other  rural  development  programs. 

Our  members  have  reported  instances  in  which  agencies  outside  of  the 
USDA  have  taken  actions  which  have  a  negative  effect  on  rural  development. 
For  example,  rural  communities  have  been  denied  funds  for  community  medical 
facilities  because  of  failure  to  obtain  the  necessary  approval  from  the  Depart- 
ment of  Health,  Education  and  Welfare.  In  some  cases,  the  disapproval  of 
HEW  has  been  based  on  the  existence  of  similar  facilities  in  a  community 
which  is  many  miles  from  the  applicant  community.  Actions  taken  by  the  De- 
partment of  Transportation  have  resulted  in  a  decline  in  rail  service  to  some 
rural  communities.  We  hope  that  the  creation  of  a  Federal  Rural  Development 
Council  will  result  in  all  Federal  agencies  giving  more  consideration  to  the 
impact  which  their  programs  have  on  rural  areas. 
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Our  Members  also  report  that  there  are  differences  in  the  way  in 
which  similar  programs  are  administered  by  different  agencies.  For 
example,  under  the  Small  Business  Administration's  (SBA)  physical  disaster 
loan  program,  a  county  can  qualify  if  only  five  businesses  (including  farms) 
sustain  damage.  Under  the  Farmers  Home  Administration  emergency  loan  program, 
25  farms  in  a  county  must  sustain  damage  for  the  county  to  qualify.  There 
are  also  differences  between  the  requirements  of  the  FHA  Business  and  Indus- 
trial Loan  Program  and  the  requirements  of  similar  programs  administered  by 
the  SBA. 

The  proposed  Federal  Rural  Development  Council  is  needed  to  review  such 
overlaps  and  conflicts  between  rural  development  programs.  However,  even  if 
these  coordination  problems  are  solved,  the  effectiveness  of  the  programs  may 
be  limited  by  internal  administrative  problems.  For  example,  our  members  con- 
tinue to  experience  difficulties  with  the  guaranteed  loan  programs  administered 
by  the  Farmer's  Home  Administration,  a  very  significant  part  of  the  rural  develop- 
ment program.  These  complaints  include  a  lack  of  knowledge  of  the  programs  in 
the  field  offices,  the  excessive  paperwork  requirements,  and  the  long  delays  in 
processing  applications.  These  problems,  in  part,  stem  from  the  large  number 
of  new  programs  which  the  Farmer's  Home  Administration  has  been  asked  to  administer 
in  recent  years  without  a  sufficient  increase  in  the  number  of  personnel.  In 
addition,  some  of  these  programs  have  received  only  a  minimal  amount  of  funding. 
We  would  ask  that  the  Council  be  directed  to  focus  its  attention  on  ways  to 
alleviate  these  administrative  problems  in  all  agencies  administering  rural 
development  programs.  In  terms  of  program  effectiveness,  reduction  of  the  red 
tape  surrounding  the  rural  development  programs  is  as  important  as  improved 
interagency  coordination . 

Our  members  feel  strongly  that  the  Department  of  Agriculture  should  be 
the  focal  point  for  rural  development  activities.  The  proposed  Council  and 
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the  role  of  Secretary  of  Agriculture  as  Chairman  of  that  Council  should  help 
insure  this.  The  USDA  is  the  only  agency  whose  constituency  is  priaarily  rural 
and  which  has  the  delivery  mechanism  necessary  to  administer  rural  development 
programs . 

We  have  no  objections  to  the  proposal  of  H.R.  10885  to  create  a  new 
Under  Secretary  of  Agriculture  for  Rural  Development. 

We  would  hope  this  would  result  in  improved  coordination  of  rural  development 
programs  within  the  USDA  and  provide  increased  visibility  of  rural  development 
efforts.  We  would  also  hope  that  this  new  Under  Secretary  could  focus  attention 
on  some  of  the  internal  administrative  problems  described  above. 

Likewise,  we  have  no  objections  to  changing  the  name  of  the  Farmer's  Home 
Administration  to  the  Far*  and  Rural  Development  Administration  and  the  name 
of  the  Department  of  Agriculture  to  the  Department  of  Agriculture  and  Rural 
Development.  These  name  changes  merely  reflect  the  broader  responsibilities 
that  have  earlier  been  given  to  these  organizations. 

I  would  like  to  turn  briefly  to  the  Rural  Community  Developemnt  Act  of 
1977  (H.R.  9983).  This  bill  would  establish  a  separate  community  development 
block  grant  program  administered  by  the  Secretary  of  Agriculture  for  units  of 
general  local  government  which  have  a  population  of  20,000  or  fewer  and  are 
located  in  non-metropolitan  areas.  The  program  would  be  similar  to  the  block 
grant  program  now  administered  by  the  Department  of  Housing  and  Urban  Develop- 
ment. Communities  of  under  20,000  in  non-metropolican  areas  would  no  longer 
be  eligible  for  the  HUD  program.  The  level  of  funding  for  the  new  program 
is  about  the  same  as  the  eligible  communities  would  receive  under  the  current, 
program  administered  by  HUD. 

In  principle,  we  believe  the  community  development  program  described 
in  H.R.  9983  should  be  administered  by  the  Secretary  of  Agriculture.  The 
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programs  under  the  Rural  Community  Development  Act  could  become  an  important 
part  of  our  nation's  rural  development  strategy  and  we  believe  that  the  USDA 
should  be  the  focal  point  for  such  activities.  However,  it  appears  to  us 
that  there  may  be  some  overlaps  between  the  community  development  block 
grant  program  described  in  H.R.  9983  and  some  existing  community  facility 
programs  administered  by  the  Farmers  Home  Administration.  In  the  spirit  of 
the  improved  coordination  goals  of  H.R.  10885,  we  would  urge  the  Committee  to 
carefully  review  how  the  programs  in  H.R.  9983  fit  in  with  existing  Farmers 
Home  Administration  programs. 

We  also  have  some  concerns  about  the  ability  of  the  Department  of 
Agriculture  to  administer  an  additional  rural  development  program  at  this 
time.  We  described  above  the  problems  which  the  Farmer's  Home  Administration 
has  encountered  in  administering  the  large  number  of  new  rural  development 
plans.  Congress  should  insure  that  the  USDA  has  the  necessary  resources  to 
overcome  such  administrative  problems  before  the  programs  in  H.R.  9983  are 
transferred  from  HUD  to  USDA. 

Mr.  Chairman,  I  want  to  thank  you  for  this  opportunity  to  present  our 
Association's  views  and  reiterate  our  desire  to  cooperate  with  this  Committee 
to  help  shape  an  efficient,  workable  program  for  rural  development. 
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Mr.  Nolan,  Your  statement  is  excellent  and  we  welcome  your  sup- 
port of  the  concept  embodied  in  these  bills.  Thank  you  very  much  for 
appearing. 

I  have  no  questions.  Mr.  Coleman. 

Mr.  Coleman.  I  have  no  questions. 

Mr.  Nolan.  Our  next  witness  is  Mr.  Jack  Cornman,  president  of 
the  National  Rural  Center. 

Mr.  Cornman,  we  welcome  you. 

[The  prepared  statement  submitted  by  Mr.  Cornman  follows:] 
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Testimony  of  John  M.  Cornman,  President 
National  Rural  Center 


Mr.  Chairman,  my  name  is  Jack  Cornman,  and  I  am  president  of  the 
National  Rural  Center,  a  non-profit,  private  corporation  established 
to  provide  information  and  to  develop. policy  alternatives  which  can 
help  rural  people,  particularly  the  rural  poor,  improve  the  quality  of 
life  in  their  communities.  With  that  as  our  mission,  you  will  not  be 
surprised  to  learn  that  I  support  the  general  aims  of  the  proposed 
Rural  Development  Policy  Act  and  the  Rural  Community  Development  Act. 

However,  because  I  suspect  a  majority  of  organizations  interested 
in  rural  development  will  endorse  the  aims  of  the  bills,  I  would  like 
to  use  my  time  today  to  challenge  you  to  be  a  bit  bolder  in  seeking 
ways  to  make  federal  policies  more  effectively  serve  the  needs  of 
rural  people.  My  suggestions  stem  from  a  concern  that  unless  some 
additional  actions  are  taken,  the  reforms  proposed  in  the  bills  could 
end  as  too  many  reforms  have  ended  ...  reform  without  change.  Let  me 
try  to  explain. 

During  the  past  two  years,  the  NRC  has  been  involved  in  a  number 
of  efforts  which  have  provided  insights  particularly  well  suited  to 
a  discussion  of  these  bills,  and  I  will  use  some  examples  from  three 
of  our  projects  to  indicate  the  bases  for  my  concerns. 

We  are  involved  with  a  number  of  other  organizations  in  a  project 
to  devise  recommendations  relating  to  the  establishment  of  a  develop- 
ment financing  bank  which  can  serve  the  needs  of  rural  people.  You 
don't  have  to  struggle  very  long  with  that  issue  to  discover  -  or 
rediscover  -  that  there  exists  no  established  federal  vehicle  where 
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development  strategies  are  debated,  decided  and  implemented.  And  before 
a  spokesman  for  a  particular  federal  agency  challenges  that  statement, 
let  me  define  what  I  mean  by  a  development  strategy.  A  development 
strategy  is  a  collection  of  policies  and  programs  designed  to  increase 
the  options  people  have  for  a  decent  life  in  the  kind  of  community 
where  they  choose  to  live.  Such  a  rural  strategy  must  deal  with 
economic  development,  the  provisions  of  adequate  services,  protection 
and  improvement  of  natural  resources,  encouragement  of  local  resource 
businesses,  and  the  enhancement  of  the  capacity  of  rural  people, 
communities  and  institutions  to  interact  effectively  in  identifying 
and  attaining  rural  development  goals. 

If  you  accept  that  definition  of  development,  then  you  will  have 
to  agree  with  my  contention  that  no  vehicle  exists  in  the  federal 
government  where  that  comprehensive,  wholistic  approach  to  development 
can  be  studied,  devised  and  effectively  carried  out.  The  recommendation 
to  create  a  Federal  Rural  Development  Council  is  designed  to  help  fill 
this  void  for  the  nation's  rural  areas.  Obviously  I  have  no  argument 
with  the  intent.  However,  I  am  less  than  sanguine  about  the  prospects 
for  its  success  unless  some  additional  steps  are  taken.  These  might 
include  some  of  the  following. 

Because  inter- agency  councils  traditionally  have  a  difficult  time 
effecting  changes  in  individual  departments,  the  council's  chances 
for  success  would  be  improved  if: 

1.   The  list  of  responsibilities  were  reduced  and  focused  just  on 
developing  a  rural  strategy. 
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2.  A  separate  policy  staff  were  mandated  with  adequate  funds  to  meet 
administrative  costs  as  well  as  to  fund  or  to  provide  seed  funds 
for  needed  policy  research.  Nothing  catches  the  attention  of 

a  bureaucracy  more  effectively  than  control  of  money  and  the 
chance  that  some  outside  agency  may  undertake  a  study  which  will 
demonstrate  the  weakness  of  its  particular  program. 

3.  Other  key  federal  bodies,  such  as  Congress,  the  Congressional 
Budget  Office,  the  Library  of  Congress,  the  Office  of  Management 
and  Budget  were  organized  to  deal  with  development  policies  in 
the  proper  way.  The  production  of  development  policy  information 
and  recommendations  from  these  sources  could  force  the  proposed 
council  to  deal  with  concrete  alternatives.  Absent  outside 
pressure,  the  tendency  of  inter- agency  councils  is  to  coordinate 
as  benignly  as  possible. 

In  short,  the  creation  of  FRDC  alone  will  not  cause  very  much 
to  happen,  and  if  that  were  the  result,  its  creation  could  prove  to 
be  more  of  detriment  than  a  help. 

A  second  aim  of  the  Rural  Development  Policy  Act  appears  to  be 
the  monitoring  of  federal  laws  and  regulations  to  improve  their  effectiveness 
in  rural  areas.  Any  of  the  many  rural  interest  organizations  involved 
in  the  monitoring  of  federal  legislation  and  programs  can  testify 
to  the  importance  and  scope  of  such  an  undertaking.  If  such  moni- 
toring is  to  be  effective,  it  cannot  be  done  on  the  cheap  or  by  a  staff 
that  has  other  responsibilities.  The  need  to  educate  federal  policy 
and  regulation  writers  to  facts  of  rural  life  is  constant  and  time 
consuming.  •  Any  number  of  organizations,  including  NRC,  which  have 
been  monitoring  the  development  of  the  regulations  for  the  recently 
passed  Rural  Health  Clinic  Services  Act,  could  testify  about  the  con- 
tinuing struggle  to  educate  and  sensitize  the  regulation  writers  to 
conditions  in  rural  areas.  It  seems  to  me  that  the  importance  of  this 
goal  suggests  that  the  task  be  mandated  and  funds  be  earmarked  to 
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provide  adequate  staff  to  do  the  job.  And  in  keeping  with  my  previously 
stated  concern  about  overloading  the  FRDC,  this  task  might  better  be 
assigned,  with  adequate  resources,  to  a  new  position  of  Under  Secretary 
for  Rural  Development. 

However,  here  again  the  creation  of  an  Under  Secretary  of  Rural 
Development  will  not  bring  the  meaningful  changes  each  of  us  wants 
unless  that  office  is  given  the  tools  it  needs  to  become  effective. 

Those  tools  include  a  staff  to  monitor  federal  laws  and  regula- 
tions, a  staff  to  develop  policy  alternatives,  funds  to  launch  the 
research  and  demonstration  programs  that  the  other  departments  won't, 
and  responsibility  for  administrating  and  coordinating  as  many  as 
possible  of  the  various  federal  development  action  programs,  including 
Community  Development  Block  Grants  for  communities  under  50,000. 

That  suggestion,  of  course,  leads  me  into  the  Rural  Community 
Development  Act.  It  makes  obvious  good  sense  to  have  the  same 
agency  administer  the  block  grant  programs  for  smaller  communities 
which  administers  many  of  the  loan  and  grant  programs  which  can 
provide  important  development  assistance.  However,  here  again  the 
mere  transfer  of  a  program  will  not  automatically  bring  desired  results. 

For  example,  you  should  review  a  report  Rural  America,  Inc.,  has 
done  on  the  community  development  block  grant  program  in  nonmetropolitan 
areas.  Its  title  -  Limited  Access  -  sums  up  its  findings  very 
accurately,  and  it  is  not  at  all  clear  to  me  that  the  problems  of 
access  will  be  automatically  solved  by  transferring  the  program  to 
the  Department  of  Agriculture. 
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All  of  which  brings  me  to  the  final  point  I  want  to  make  this 
morning.  This  suggestion  stems  from  our  evaluation  of  Title  V  of 
the  Rural  Development  Act  of  1972,  and  is  spelled  out  in  some  detail 
in  a  paper  entitled  The  Essential  Process.  I  have  a  copy  here  for 
the  review  of  your  staff. 

In  brief,  our  point  is  that  any  successful  development  strategy 
must  consist  of  goals,  of  flexible  and  adequately  funded  action 
programs,  and  of  a  process  which  increases  the  capacities  of  local 
people  and  institutions  to  identify  problems,  establish  priorities, 
study  trade-offs  and  carry  out  effective  solutions.  Too  often  this 
kind  of  process  -  we  call  it  the  "essential  process"  -  has  been 
missing. 

Title  V  was  designed  to  encourage  Research  and  Extension  at  the 
land  grant  institutions  to  work  together  on  rural  development  problems. 
In  our  study  we  found  that  Title  V,  in  some  instances,  provided  this 
essential  process.  Let  me  quickly  explain  that  Title  V  is  but  one 
model  of  the  essential  process,  and  other  approaches  can  and  should  be 
taken.  Unhappily,  the  administration,  even  before  our  study  was 
completed,  decided  not  to  seek  funds  for  Title  V  in  the  next  budget. 
It  apparently  lost  out  in  competition  with  funds  for  other  research 
and  extension  programs  at  the  land  grants.  That  suggests  to  me,  at 
least,  that  funds  for  creating  and  developing  such  a  process  should  be 
funneled  through  an  Under  Secretary  for  Rural  Development,  perhaps  as 
a  percentage  of  the  action  programs  available  for  rural  development. 
And  certainly  it  doesn't  have  to  be  called  Title  V.  It  could  be 
called  701  or  611  funds,  if  it  were  made  available  for  process  rather 
than  for  more  narrowly  conceived  planning  programs. 
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To  give  you  some  idea  of  what  I  mean  by  the  essential  process, 
let  me  repeat  some  points  made  in  our  paper. 

The  essential  process  should  be  constructive,  comprehensive, 
inclusive  and  rational. 

It  should  be  constructive  in  building  the  capacity  of  rural 
citizens,  leaders,  and  local  government  to  identify  their  own  pro- 
blems and  opportunities,  and  to  organize  effectively  the  various 
resources  and  actions  needed  for  the  capacity  of  various  local,  state, 
and  federal  agencies  and  various  institutions  and  private  organizations 
to  support  the  effort  of  rural  people  to  achieve  their  goals.  The 
process  should  be  constructively  additive  in  that  development  efforts 
over  time  should  be  mutually  supportive  and  complementary. 

It  should  be  comprehensive  in  the  scope  of  social,  economic, 
physical,  and  environmental  problems  and  opportunities  addressed. 
Fragmented  process  keys  to  rather  narrowly  defined  problems  in  isola- 
tion from  one  another. 

It  should  be  inclusive  in  that  it  is  open  ended,  available  to  the 
full  range  of  people  affected  by  the  public  and  private  resources  and 
initiatives.  Conversely  exclusive  process  serves  only  selected 
segments  of  the  population,  and/or  utilizes  only  very  specialized 
agencies  and  resources,  to  the  exclusion  of  others  who  could  contribute 
or  who  would  be  affected. 

It  should  be  rational  in  that  it  should  be  integrated,  responsive, 
and  cumulative.  It  should  be  integrated  in  that  it  provides  a  re- 
sponsive relationship  among  the  people  and  agencies  involved,  and  it 
recognizes  the  interactions  and  interdependencies  among  the  various 
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parts  --  the  various  problems,  opportunities  and  resources  of  agencies 
and  communities.  Isolated  process  ignores  the  relationships  existing 
among  the  various  parts,  and  deals  with  each  part  in  isolation  from 
all  the  others.  It  should  be  responsive  in  that  it  provides  timely, 
useful,  and  credible  information  which  can  help  rural  people  make 
more  informed  decisions  in  selecting  their  local  goals,  in  setting 
their  own  priorities,  and  in  devising  ways  to  achieve  these  goals. 
It  should  also  be  cumulative  in  design  by  including  a  systematic  and 
scientifically  credible  evaluation  system,  so  that  the  experiences 
of  the  past  and  the  present  may  be  used  to  build  more  predictably 
effective  strategies  in  the  future. 

To  live  up  to  those  characteristics,  the  process  should  meet 
the  following  operational  guidelines.  It  should: 

•  Begin  with  the  meaningful  involvement  of  local  people  and  their 
representatives  in  decisions  establishing  community  priorities, 
policies  to  be  pursued  and  specific  projects  to  be  implemented. 

•  Help  rural  people  obtain  needed  information  in  a  timely  manner, 
and  then  provide  organizational  structures  to  facilitate  the 
making  of  rational  choices  and  trade-offs  among  competing  goals. 

•  Encourage  development  of  linkages  between  rural  communities  and 
the  various  public  and  private  agencies  to  make  the  best  use  of 
government  programs  and  other  funding  opportunities. 

•  Remain  professionally  objective  and  non-biased,  in  that  it  should 
not  become  the  handmaid  of  any  local  vested  interest  or  fraction 
or  any  ethnic  majority  or  minority.  It  should  be  available  to 
all  rural  citizens,  but  with  emphasis  on  serving  those  communities 
deprived  of  essential  services  and  facilities,  areas  of  high 
unemployment,  places  threatened  witli  severe  environmental 
degradation,  etc. 

The  complexity  of  these  characteristics  and  operational  guide- 
lines may  explain  why  the  federal  government  has  been  reluctant  to 
invest  in  what  we  have  called  the  essential  process.  However,  as 
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difficult  as  the  challenge  to  create  such  a  process  may  be,  the  nation 
has  paid  a  high  price  for  the  lack  of  such  a  process  --a  high  price 
in  lost  confidence,  wasted  people  and  scarred  lands,  crowded  urban 
centers  and  depleted  rural  conmunities,  and  inefficiently  designed 
federal  programs. 

To  sum  up  then*  I  view  the  two  bills  under  study  as  important 
parts,  but  only  parts  of  an  overall  -effort  to  give  this  nation  a 
rural  strategy  which  effectively  meets  the  needs  of  rural  people. 
Standing  alone,  they  will  not  bring  the  changes  desired*  but  joined  with 
broader  reforms,  they  can  help  make  the  federal  government  a  useful 
partner  with  rural  people  seeking  to  increase  their  options  for  a 
decent  life  where  they  have  chosen  to  live. 

(The  paper  referred  to  is  held  In  the  subcommittee  file.) 
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Mr.  Nolan/  Thank  you  very  much  for  an  excellent  and  challenging 
statement  for  the  subcommittee  to  consider  when  we  get  down  to  the 
brass  tacks  of  marking  up  this  bill.  The  paper  entitled,  "The  Essen- 
tial Process,"  will  be  placed  in  our  committee  file.  Thank  you  very 
much.  I  have^no  questions. 

Qur  next  witness  is  Mr.  Emory  S.  Campbell,  director  of  commu- 
nity services,  Beaufort- Jasper  Comprehensive  Health  Services,  Inc.,  of 
Ridgeland,  S.C.,  representing  the  National  Association  of  Community 
Health  Centers. 

Mr.  Campbell,  we  welcome  you  and  thank  you  for  coming. 

[The  prepared  statement  submitted  by  Mr.  Campbell  follows:] 
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STATEMENT  OF  EMORY  S.  CAMPBELL,  DIRECTOR  OF  COMMUNITY  SERVICES., 
BEAUFORT -JASPER,  COMPREHENSIVE  HEALTH  SERVICES,  INCORPORATED, 
RIDGELAND,  SOUTH  CAROLINA,  REPRESENTING  THE  NATIONAL 
ASSOCIATION  OF  COMMUNITY  HEALTH  CENTERS 

Mr.  Chairman: 

My  name  is  Emory  S.  Campbell,  Director  of  Community  Services 
at  Beaufort- Jasper  Comprehensive  Health  Services  in  Ridgeland, 
South  Carolina  and  member  of  the  Board  of  the  National  Association 
of  Community  Health  Centers. 

On  behalf  of  the  National  Association  of  Community  Health 
Centers  and  the  thousands  of  medically  underserved  who  benefit 
from  rural  health  centers,  I  want  to  thank  you  and  the  members  of 
the  Subcommittee  for  this  opportunity  to  share  with  you  our  views 
on  House  bill  10885. 

We  have  requested  this  time  to  share  our  views  with  you 
because  we  believe  that  health  care  is  an  important  part  of  rural 
development.   This  is  true  for  several  reasons:   First,  studies 
have  shown  that  lack  of  adequate  health  care  or  even  fear  of  such  a 
lack  leads  people  to  leave  rural  areas.   Secondly,  America's  health 
resources  have  largely  been  concentrated  in  urban  areas,  leaving 
large  parts  of  rural  America  with  either  no  service  or  inadequate 
service.   Thus  rural  health  centers  like  ours  can  provide  care  for 
medically  underserved  America. 

If  we  stop  at  this  point,  however,  we  leave  a  large  part  of 
the  tale  untold.   Community  Health  centers  can  and  do  play  a  much 
larger  role  in  rural  life  than  strictly  as  providers  of  health 
care.   Very  often  the  need  for  medical  care  when  an  overworked 
physician  retires  or  dies  is  the  impetus  needed  to  bring  a  commun- 
ity together  to  work  toward  a  common  goal,  the  nucleus  of  community 
development.   This  spirit  can  then  extend  into  other  areas  of  com- 
munity life,  including  economic  development. 
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The  rural  health  center  itself  can  provide  services  not 
usually  thought  of  as  "medical"  care:   it  can  sponsor  nutrition 
programs,  help  winterize  homes  of  the  elderly  poor,  and  aid  the 
community  in  locating  resources  to  improve  the  water  supply  and 
sanitation,  perhaps  through  something  as  simple  as  the  Biblical 
village  well.  Whether  the  health  center  provides  these  services 
directly,  as  some  do,  or  serves  as  the  seeker  of  resources  and 
the  source  of  skills  in  grantsmanship,  administration,  and  com- 
munity organization,  the  health  center  extends  beyond  tne  tra- 
ditional medical  role. 

Moreover,  rural  health  centers  are  important  employers  in 
the  communities  they  serve.   Nationwide,  about  70%  of  the  health 
centers'  budgets  are  for  personnel,  reflecting  the  labor-intensive 
nature  of  health  care.   Community  health  centers  pioneered  in  the 
training  and  employment  of  community  residents  to  provide  care. 
This  has  not  only  provided  immediate  employment,  but  also  a  chance 
for  upward  mobility  as,  for  example,  an  unskilled  worker  is  trained 
progressively  to  become  a  community  health  worker,  an  LPN,  an  RN, 
and,  finally,  a  nurse  practitioner.   In  other  words,  the  rural  com- 
munity health  center  is  a  focal  point  in  its  community's  life  and 
development 

In  fulfilling  this  role,  however,  the  health  center  encounters 
the  multiplicity  of  Federal,  State,  and  local  programs.   It  is 
almost  impossible  to  find  out  who  is  doing  what,  who  to  contact, 
and  how  to  apply  for  the  various  programs.   Conflicting  legislative 
and  regulatory  requirements  make  coordination  a  nightmare.   For 
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example,  the  Department  of  Labor's  legislation  defines  as  "migrant" 
for  eligibility  differently  from  the  way  the  Department  of  Health, 
Education,  and  Welfare's  legislation  does.   On  top  of  that,  the 
"H"  part  of  DHEW  is  mandated  to  use  on  definition  of  "migrant" 
while  the  "E"  part  of  DHEW  uses  another! 

If  I  may  give  you  another  example:   DHEW's  Community  Health 
Center  funds  (PL  94-63, Sec.  330&319)  may  not  be  used  to  dig  wells 
or  screen  privies,  for  those  funds  cannot  be  expended  to  improve 
private  property,  even  when  health  benefits  would  accrue  to  the 
whole  community.   On  the  other  hand,  the  Farmer's  Home  program  does 
have  funds  through  the  Home  Improvement  program,  but  few  rural 
health  centers  are  aware  of  their  availability. 

At  our  rural  health  center,  we  find  that  we  must  attempt  to 
coordinate  with  numerous  Federal  agencies  and  programs.   Among 
those  I  know  about  are  WIC,  Food  Stamps,  and  Farmaer's  Home  in  the 
Department  of  Agriculture,  the  Department  of  Housing  and  Urban 
Development,  the  Environmental  Protection  Agency  for  water,  sewage 
and  pesticide  problems,  OSHA  and  CETA  in  the  Department  of  Labor, 
the  Community  Services  Administration,  various  programs  of  ACTION, 
and  a  number  of  agencies  and  bureaus  within  DHEW.   There  undoubtedly 
are  many  other  programs  and  agencies  that  we  do  not  even  know  about, 
and  that  is  precisely  my  point. 

There  have  been  recent  encouraging  signs  that  the  various 
Federal  agencies  are  attempting  to  coordinate.   For  example,  the 
Bureau  of  Community  Health  Services  (BCHS)  in  DHEW  is  exploring  the 
use  of  county  extension  agents  as  catalysts  to  organize  communities 
to  make  application  for  Federal  health  services  grants.   Similarly, 
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BCHS  is  working  with  the  Farmers'  Home  Administration  to  make 
community  facilities  loans  available  to  rural  health  centers. 
Unfortunately,  these  are  halting  steps;  while  they  are  in  the 
right  direction,  they  are  too  little  and  too  slow. 

Based  on  our  experience,  Mr.  Chairman,  we  welcome  the 
kind  of  coordinated  action  you  are  proposing  in  HR  10885. 
A  better  method  at  the  Federal  level  is  badly  needed 
to  pull  programs  together,  to  eliminate  gaps  and  overlaps,  and 
to  reduce  bureaucratic  delays  and  problems  which  have  inhibited 
rural  development  thus  far.   We  do  not  need  more  interference, 
but  we  do  need  common-sense  regulations,  responsiveness,  and  a 
helping  hand  when  we  ask  for  it. 

To  strengthen  the  Rural  Development  Policy  Act  even  further, 
Mr.  Chairman,  we  make  the  following  recommendations.   They  could 
either  be  incorporated  directly  into  the  law,  or,  if  that  is  not 
possible,  be  clearly  spelled  out  in  the  committee's  report.   We 
recommend : 

1)  That  coordination  not  only  occur  at  the  policy  level 
through  the  Federal  Rural  Devleopment  Council   but 
also  at  the  program  and  project  levels;  and 

2)  That  at  least  one  position  on  the  Federal  Rural  Develop- 
ment Advisory  Committee  represent  rural  community  health 
centers  and  their  expertise  both  specifically  in  rural 
health  matters  and  generally  in  rural  development. 

Mr.  Chairman,  I  wish  to  extend  to  you  our  sincere  thanks 
for  your  efforts  in  this  vital  area  of  coordination  of  Federal 
programs  for  rural  America.   We  appreciate  the  opportunity  to 
share  our  views. 

Should  you  have  any  questions,  I  would  be  happy  to  respond. 
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Mr.  Nolan.  I  have  no  questions.  I  want  to  thank  you  for  an  excel- 
lent statement  and  good  ideas  for  the  subcommittee  to  consider  when 
they  are  marking  up  this  legislation. 

Mr.  Grassley,  do  you  have  any  questions? 

Mr.  Grassley.  No,  except  to  emphasize  Mr.  Campbell's  suggestion 
on  point  number  one  where  he  says  that  coordination  should  not  only 
occur  at  the  policy  level  through  the  Development  Council  but  also 
at  the  program  and  project  level. 

Obviously  you  feel  that  is  a  deficiency  in  the  bill.  If  it  is  a  defi- 
ciency, it  was  not  intended  and  we  ought  to  take  whatever  steps  are 
necessary  to  see  that  it  is  spelled  out. 

Do  you  really  feel  like  that  is  a  deficiency? 

Mr.  Campbell.  Yes,  sir. 

Mr.  Grassley.  I  am  sure  we  do  not  want  to  pass  a  bill  that  is  go- 
ing to  have  a  lot  of  nice  policy  spelled  out  and  not  be  carried  out. 

Mr.  Campbell.  We  do  think  that  an  advisory  committee  to  that 
Council 

Mr.  Grassley.  I  am  talking  about  point  number  one. 

Mr.  Campbell.  You  mean  that  the  coordination  not  only  occur  at 
the  policy  level? 

Mr.  Grassley.  Yes,  that  is  the  one  I  am  talking  about. 

Mr.  Campbell.  Yes,  sir,  we  think  that  it  should  be  made  that  the 
Council  coordinate  with  people  who  are  working  on  the  neighborhood 
level. 

Mr.  Nolan.  Mr.  Campbell,  the  rural  development  planning  pro- 
gram authorized  by  section  111  of  the  Rural  Development  Act  has 
been  funded  for  this  fiscal  year  at  $5  million.  The  rural  development 
planning  grant  program  has  been  funded  now  for  the  first  time  this 
year.  The  regulations  have  been  promulgated  and  published  in  the 
Federal  Register  for  comment.  Have  you  had  a  chance  to  examine 
those  regulations  yet? 

Mr.  Campbell.  Only  briefly,  sir.  I  have  not  prepared  a  statement 
in  answer  to  the  regulations. 

Mr.  Nolan.  Thank  you  very  much. 

Our  next  witness  is  Mr.  Warren  Youngdahl,  vice  president  of  the 
Minnesota  Association  of  Township  Officials,  representing  the  Na- 
tional Association  of  Towns  and  Townships.  He  is  accompanied  by 
Mr.  Barton  D.  Russell. 

It  is  again  a  pleasure  to  'welcome  a  fellow  Minnesotan  to  appear 
before  the  subcommittee. 

STATEMENT  OF  WARREN  YOUNGDAHL,  VICE  PRESIDENT,  MINNE- 
SOTA ASSOCIATION  OF  TOWNSHIP  OFFICIALS,  REPRESENTING 
THE  NATIONAL  ASSOCIATION  OF  TOWNS  AND  TOWNSHIPS;  AC- 
COMPANIED BY  BARTON  D.  RUSSELL 

Mr.  Youngdahl.  Chairman  Nolan  and  members  of  the  subcommit- 
tee, my  name  is  Warren  Youngdahl  and  I  am  a  supervisor  from 
Marceil  Township,  Minn.  I  am  also  the  vice  president  of  the  Minne- 
sota Association  of  Township  Officials  and  an  active  and  long-term 
member  of  our  State's  Rural  Development  Council. 

I  have  also  been  named  to  the  advisory  committee  on  title  V 
funding  of  the  Rural  Development  Act. 
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Before  I  begin,  Mr.  Chairman,  I  would  also  like  to  personally 
thank  you  for  your  assistance  in  providing  a  way  for  us  as  a  national 
association  in  arranging  a  meeting  yesterday  at  the  White  House 
with  Mr.  Eisenstadt  to  discuss  the  President's  urban  policy. 

Mr.  Nolan.  I  was  delighted  to  be  of  assistance  in  that  capacity. 
I  hope  that  is  the  beginning  of  additional  meetings  that  will  take 
place  with  the  White  House  staff  as  we,  hopefully,  in  the  near  future 
can  sit  down  with  them  with  an  action  agenda  for  the  development 
of  a  rural  policy. 

Mr.  Yottngdahl.  Thank  you  again,  Mr.  Chairman. 

The  National  Association  is  a  federation  representing  public  offi- 
cials from  over  13,000  units  of  local  government  around  the  country. 
NATAT  is  unique  among  Washington-based  public  interest  groups 
in  that  it  is  the  only  one  comprised  of  predominantly  smaller  com- 
munities, nonmetropolitan  in  nature.  Considering  that  a  very  sub- 
stantial proportion  of  Americans  live  in  such  localities,  NATAT  pro- 
vides the  focus  for  a  vital  intergovernmental  perspective. 

We  are  honored  and  grateful  to  have  been  invited  to  these  hear- 
ings by  Chairman  Nolan  to  provide  the  subcommittee  with  our  in- 
sights and  position  regarding  the  proposed  Rural  Development 
Policy  Act. 

At  its  last  meeting  here  in  Washington,  the  National  Association's 
board  of  directors  voted  unanimously  to  support  H.R.  10885,  the 
Rural  Development  Policy  Act.  NATAT  recognizes  the  need  for  a 
two-pronged,  comprehensive  approach  to  solving  the  institutional 
problems  of  rural  America:  a  top-down  and  a  bottom-up  attack  on 
the  obstacles  in  the  Federal  system  which  impede  efforts  to  improve 
the  quality  of  life  for  people  living  in  the  nonmetropolitan  sectors 
of  our  country. 

^We  view  H.R.  10855  as  an  important  legislative  initiative  which 
will  provide  a  much-needed  and  long  overdue  focus  in  Washington 
for  coordinating  the  development  of  rural  policies  and  programs.  It 
will  also  support  the  efforts  of  the  Secretary  of  Agriculture  in  ful- 
filling his  mandate,  under  section  603  of  the  Rural  Development 
Act  of  1972,  to  promote  effective  nonmetropolitan  development  and 
growth  in  the  United  States. 

This  bill  provides  for  the  establishment  of  a  Federal  Rural  De- 
velopment Council  comprised  of  cabinet  members  and  the  heads  of 
major  Federal  agencies,  and  under  the  direction  of  the  Secretary  of 
Agriculture.  We  see  this  as  a  fundamental  provision  of  the  law  be- 
cause it  would  institutionalize  the  rural  sector  at  the  highest  level  of 
Government  and  would  provide  the  opportunitv  for  communication 
between,  and  coordinated  action  through,  our  Nation's  chief  policy- 
makers. 

In  terms  of  development  programs,  a  Rural  Development  Council 
will  help  alleviate  some  of  the  urban  bias  which  now  permeates  our 
Federal  structure.  For  example,  the  Economic  Development  Admin- 
istration's public  works  program  is  weighted  in  favor  of  larger  com- 
munities because  one  of  its  criteria  for  choosing  grant  applicants 
involves  absolute  numbers  of  unemployed.  Clearly,  this  provision 
discriminates  against  smaller  rural  communities. 

The  Department  of  Housing  and  Urban  Development's  small  town 
grant  program,  a  provision  of  the  Community  Development  Act  of 
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1977,  similarly  gives  larger  communities  an  advantage  in  the  selection 
process.  Many  other  Federal  programs  have  arbitrary  population 
cutoffs  which  cut  thousands  of  nonmetropolitan  communities  out  of 
the  system  entirely. 

It  is  situations  iike  those  I  have  just  enumerated  which  we  feel  a 
strong  Federal  Rural  Development  Council  could  begin  to  remedy. 

The  National  Association  of  Towns  and  Townships  is  very  en- 
thusiastic about  another  provision  of  the  act  which  establishes  a 
Rural  Development  Advisory  Committee  comprised  of  representa- 
tives of  State  and  local  government,  rural  residents,  and  organiza- 
tions with  an  expertise  in  rural  matters.  We  view  this  advisory  com- 
mittee as  a  feature  which  is  vital  to  an  effective  decisionmaking 
process.  Now  for  the  first  time,  our  Nation's  policymakers  will  have 
the  benefit  of  direct  input  and  feedback  from  rural  officials  and  will 
be  able  to  hear  first  hand  how  Federal  programs  and  policies  are 
working — or  not  working — in  the  community. 

A  strong  advisory  committee  is  a  key  to  the  success  of  the  Rural 
Development  Council,  and  NATAT  recommends  that  adequate  fund- 
ing be  provided  to  underwrite  the  travel  and  meeting  expenses  of 
advisory  committee  members.  While  we  recognize  that  it  is  the  Presi- 
dent's desire  to  reduce  the  number  of  Federal  advisory  groups,  espe- 
cially those  which  have  outlived  their  usefulness,  we  hope  that  he  and 
the  Congress  will  recognize  this  advisory  committee  as  an  integral 
part  of  a  national  rural  development  effort. 

As  members  of  this  subcommittee  are  no  doubt  aware,  the  current 
authorization  for  rural  development  planning  grants  under  section 
111  of  the  Rural  Development  Act  is  $10  million.  This  level  of  fund- 
ing is  inadequate  to  meet  our  planning  needs  at  the  local  level. 

At  a  meeting  of  Minnesota's  Rural  Development  Council,  we  dis- 
cussed this  situation  and  agreed,  along  with  our  executive  director, 
Mr.  John  Kostishak,  that  if  public  officials  are  to  be  able  to  respond 
to  the  need  for  planning  the  development  of  our  rural  communities 
nationwide,  then  significantly  higher  levels  of  funding  must  be  pro- 
vided. I  think  another  important  measure  of  the  need  for  additional 
funds  is  indicated  by  the  number  of  calls  received  by  the  Depart- 
ment of  Agriculture  earlier  this  year  regarding  the  planning  grant 
program.  Even  before  the  regulations  for  administering  this  program 
were  drafted,  the  Department  received  over  600  inquiries  from  offi- 
cials around  the  country  about  the  program. 

Obviously  the  need  exists.  Countryside  America  is  painfully  aware 
of  this  need  as  urban  growth  has  begun  to  creep  haphazardly  into 
many  rural  areas.  We  wholeheartedlv  support  that  provision  of  the 
act  which  allows  for  increased  funding  and,  as  a  local  government 
organization,  believe  it  will  enhance  our  capacity  to  be  more  effective 
partners  in  the  intergovernmental  system. 

Again,  on  behalf  of  the  board  of  directors  of  the  National  Associa- 
tion of  Towns  and  Townships,  I  want  to  thank  Chairman  Nolan  and 
the  members  and  staff  of  the  subcommittee  for  the  opportunity  to 
share  our  views  on  this  monumentally  important  piece  of  legislation. 

Mr.  Nolan.  Thank  you  very  much  for  an  excellent  statement,  Mr. 
Youngdahl. 

Mr.  Grassley,  do  you  have  any  questions? 

Mr.  Grassley.  No;  I  do  not,  Mr.  Chairman. 
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Mr.  Nolan.  Have  you  had  a  chance  to  review  the  regulations  that 
have  been  published  in  the  Federal  Register  on  the  administration 
of  the  planning  grant  program ;  and  if  so,  do  you  have  any  comments 
that  you  would  like  to  make  at  this  time? 

Mr.  Youngdahl.  Mr.  Chairman,  I  have  reviewed  them  only  briefly. 
At  this  time  I  have  no  comments.  Perhaps  Mr.  Russell  has  some 
comments. 

Mr.  Russell.  Mr.  Nolan,  we  have  reviewed  them  and  we  submitted 
comments  to  the  Department  of  Agriculture  about  the  proposed 
regulations. 

One  of  the  deficiencies  that  we  see  in  the  proposed  regulations  is 
that  it  eliminates  from  participation  in  the  planning  grant  program 
groups  such  as  ours — nonprofit  research  groups — which  could,  if 
given  just  a  little  bit  of  seed  money,  produce,  we  think,  a  planning 
manual  that  would  be  a  model  that  could  be  implemented  and  used 
around  the  country  and  have  a  national  effect.  As  it  is  now,  $5  million 
is  a  mere  drop  in  the  bucket.  If  that  money  is  dropped  in  kind  of 
haphazardly  and  dispersed  on  a  sparse  basis  throughout  the  country, 
the  collective  effect  of  that,  we  think,  would  be  minimal.  So,  we  have 
asked  them  to  open  it  up  to  groups  like  ours  and  the  National  Rural 
Center  who  have  already  shown  an  interest  in  this  field  of  nonmetro- 
politan  research.  We  think  the  transferability  of  their  work  would 
have  profound  effect  throughout  the  country. 

But  as  you  know,  the  money  is  really  limited.  That  is  a  major 
concern  of  ours. 

Mr.  Nolan.  Thank  you. 

Mr.  Youngdahl,  I  have  just  one  other  question.  It  is  often  stated 
that  small  rural  community  officials  are  excluded  from  many  of  the 
Federal  programs  and  that  they  simply  cannot  afford  the  staff  to 
meet  the  complex  requirements  imposed  on  them  in  order  to  partici- 
pate in  Federal  programs.  In  your  work  with  many  smaller  town 
officials  throughout  Minnesota,  have  you  found  those  statements  to 
generally  be  true? 

Mr.  Youngdahl.  Mr.  Chairman,  I  think  this  is  the  feeling  of  a 
number  of  our  elected  officials  in  the  smaller  communities  in  that 
they  have  not  in  the  past  had  adequate  methods  in  which  to  place 
input  into  specific  pieces  of  legislation. 

However,  I  happened  to  serve  on  a  substate  region  and  we  are 
encouraging  our  people  in  our  particular  region  to  utilize  the  staff  of 
the  subdistrict  to  assist  us  in  formulating  plans  and  give  us  all  the 
technical  assistance  possible  that  is  available  to  them.  It  has  been 
working  to  some  degree  in  our  area.  I  think  if  it  were  expanded 
throughout  the  State,  it  would  also  create  a  better  climate  because  it 
gives  a  forum  for  local  officials  on  the  local  level  to  express  their 
views  before  people  that  can  put  the  information  together. 

Mr.  Nolan.  How  many  of  the  States  throughout  the  country  have 
subdistrict  development  planning  groups  or  jurisdictions? 

Mr.  Youngdahl.  Mr.  Chairman,  to  my  knowledge  I  know  of  six 
or  seven  that  have  them  at  the  present  time.  My  association  with 
some  of  them  has  been  through  the  National  Association  of  Regional 
Development  Commission. 

m  In  some  areas  I  see  some  very  definite  lack  of  comprehensive  plan- 
ning for  local  units  of  government  in  some  of  the  other  States.  I  have 
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to  admit — and  perhaps  I  am  somewhat  biased  in  my  feelings  toward 
some  of  our  staff  people  in  the  State  of  Minnesota — that  they  recog- 
nize the  need  to  cooperate  with  local  officials  and  also  with  out  State 
Association  of  Townships.  It  has  urged  and  encouraged  the  subdis- 
trict  people  to  assist  us  in  every  way  that  they  possibly  can. 

My  feeling  is  that  this  is  one  of  the  purposes  of  the  subdistrict. 

Mr.  Nolan.  In  your  conversations  with  other  local  officials  in  the 
States  where  they  have  created  the  subdistrict  rural  development 
planning  regions,  have  they  found  those  regions  to  be  a  useful  tool 
in  dealing  with  Federal  programs? 

Mr.  Yottngdahl.  Mr.  Chairman,  I  am  sorry  to  say  that  in  a  number 
of  the  States  they  have  not  found  this  to  be  true.  Basically,  I  think 
it  has  become  more  of  a  tool  in  other  areas  of  the  more  urban  towns 
and  perhaps  the  larger  cities.  I  say  this  is  because  in  the  other  areas, 
the  local  units  of  government  have  not  pressed  hard  enough  to  have 
themselves  inserted  into  the  system.  Perhaps  that  is  the  reason  for  it. 

Mr.  Nolan.  In  the  Minnesota  substate  region  there  is,  I  believe, 
mandatory  participation  by  many  of  the  townships  and  smaller 
towns  and  villages;  is  that  not  correct? 

Mr.  Yottngdahl.  Mr.  Chairman,  in  Minnesota  the  statute  clearly 
outlined  that  in  all  substate  regions  each  county  shall  be  represented 
by  a  township  official  on  the  Regional  Development  Commission. 
Also,  it  is  very  unique  that  the  State  planning  agency  and  other 
agencies  in  the  State  of  Minnesota  have  recognized  the  capability  of 
these  areas  to  provide  expertise  from  local  areas  to  the  State  of 
Minnesota  planning  process.  They  quite  often  ask  that  advisory 
people  be  included  from  the  out-of -State  regions. 

Mr.  Nolan.  Do  you  believe  it  is  important  in  the  establishment  of 
any  system  or  process  to  mandate  the  participation  in  that  process 
by  local  government  officials  if  we  are  trying  to  talk  about  effecting 
and  developing  a  good  rural  strategy  and  rural  development  program 
for  the  country? 

Mr.  Yottngdahl.  It  would  be  my  personal  feeling  that  they  should 
be  mandated  to  participate  because  absolutely  we  must  have*  partici- 
pation by  local  officials  in  these  programs  or  they  are  definitely  going 
to  be  at  a  disadvantage. 

Mr.  Nolan.  Thank  you  very  much  for  your  statement. 

Mr.  Yottngdahl.  Thank  you,  Mr.  Chairman. 

Mr.  Nolan.  There  are  no  other  witnesses.  So  the  subcommittee  will 
adjourn  until  9  a.m.  tomorrow  morning. 

[Whereupon,  at  11:20  a.m.,  the  subcommittee  recessed  to  recon- 
vene at  9  a.m.  on  Wednesday.] 
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RURAL  COMMUNITY  DEVELOPMENT  ACT  AND 
RURAL  DEVELOPMENT  POLICY  ACT 


WEDNESDAY,  MABCH  22,  1978 

House  of  Representatives, 
Subcommittee  ox  Family  Farms, 
Rural  Development,  and  Special  Studies 

of  the  Committee  on  Agriculture, 

Washington,  D.C. 

The  subcommittee  met,  pursuant  to  recess,  at  9  a.m.,  in  room  1302, 
Longworth  House  Office  Building,  Hon.  Richard  Nolan  (chairman 
of  the  subcommittee)  presiding. 

Present:  Representatives  Harkin,  Bedell,  Panetta,  and  Grassley. 

Staff  present:  Anita  R.  Brown,  clerk;  James  W.  Swiderski  and 
Stephen  T.  Adams. 

Mr.  Nolan.  The  Subcommittee  on  Family  Farms,  Rural  Develop- 
ment, and  Special  Studies  will  come  to  order. 

I  must  tell  the  witnesses  that  we  have  a  problem  this  morning. 
Yesterday  afternoon  a  very,  very  important  meeting  was  called  for 
the  full  Committee  on  Agriculture  to  consider  the  acts  and  amend- 
ments to  the  1977  farm  bill  that  were  passed  in  the  Senate  yesterday. 
For  that  reason  it  will  be  necessary  for  us  to  adjourn  this  subcom- 
mittee in  about  15  minutes  so  that  this  member  and  the  other  mem- 
bers can  participate  in  the  important  decisions  that  will  be  made  in 
the  full  committee. 

We  have  five  witnesses  scheduled  to  testify  this  morning.  Any  of 
those  witnesses  who,  for  one  reason  or  another,  cannot  appear  this 
afternoon,  I  ask  unanimous  consent  that  they  be  allowed  to  give  their 
testimony  to  Mr.  Swiderski,  the  subcommittee  staff  assistant,  and  it 
will  appear  in  the  record. 

We  do  have  time,  however,  for  perhaps  one  or  several  witnesses. 
So  let  me  at  this  time  call  on  Dr.  Lee  M.  Day. 

Mr.  Day.  Mr.  Chairman,  I  would  like  to  introduce  to  you  Lee 
Martin  from  the  University  of  Minnesota  who  will  also  have  some 
remarks. 

[The  prepared  statement  submitted  by  Mr.  Day  follows:] 
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STATEMENT  OF  LEE  M.  CAY.  DIRECTOR,  NORTHEAST  REGIONAL  CENTER 
FOR  RURAL  DEVELOPMENT,  CORNELL  UNIVERSITY,  REPRESENTING  THE 
NATIONAL  ASSOCIATION  OF  STATE  UNIVERSITY  AND  LAND  GRANT 
COLLEGES 


MR.  CHAIRMAN  AMD  MEMBERS  OF  THE  COMMITTEE: 

My  name  is  Lee  M.  Day.  I  am  Director  of  the  Northeast  Regional  Center 
for  Rural  Development  located  at  Cornell  University,  Ithaca,  New  York.  I 
wish  to  speak  in  regard  to  H.R.  IO885,  the  Rural  Development  Policy  Act 
of  1978,  and  HR  9983,  the  Rural  Community  Development  Act. 

As  you  veil  know,  the  U.S.  Department  of  Agriculture  is  the  only 
Department  of  the  Federal  government  with  a  primarily  rural  constituency. 
Employees  in  the  county  offices  across  the  Nation  are  knowledgeable  about 
rural  problems  and  dedicated  to  the  concerns  of  rural  people.  The  Depart- 
ment should  be  the  place  where  farmers  and  their  rural  neighbors  in  the 
open  countryside  and  in  small  towns  can  look  for  assistance.  I  believe  the 
Rural  Development  Act  of  1972  was  a  significant  step  in  the  making  of  the 
Department  into  a  truly  rural  department,  a  department  with  the  total  rural 
concerns.  But  I  will  not  attempt  to  argue  that  the  Department  performs  its 
Job  perfectly.  Obviously,  there  is  room  for  improvement  and  it  must  be 
improved.  Otherwise,  those  skilled  in  the  preparation  of  organizational 
charts  but  unfamiliar  with  the  details  of  organizational  operations  at  the 
local  level  and  insensitive  to  the  importance  of  employees  with  a  commitment 
to  rural  people  are  likely  to  be  deluded  into  believing  that  some  other 
department  can  do  the  Job  better. 

H.R.  IO885  promises  to  be  another  significant  step  in  the  continuing 
process  of  making  Rural  Development  a  major  mission  of  the  Department. 
Sections  U  and  6  are  important  symbols.  By  changing  the  name  of  the  Depart- 
ment and  creating  an  undersecretary  for  Rural  Development,  you  make  it  clear 
to  all  concerned  in  Washington,  in  state  and  county  offices  and  the  people 
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who  live  in  rural  communities  that  the  Department  is  really  serious  about 
increasing  Job  opportunities  and  improving  living  and  working  conditions 
in  rural  areas. 

Section  603  of  the  Rural  Development  Act  of  1972  gave  the  secretary 
broad  responsibilities  for  leadership  and . coordination  of  Rural  Development 
programs.  Section  2  of  H.R.  10885  spells    out  in  considerable  detail, 
actions  to  be  taken  by  the  Secretary  to  carry  out  those  responsibilities.  It 
also  creates  a  21  member  Federal  Rural  Development  Council  to  develop  and 
implement  a  comprehensive  rural  development  strategy.  It  spells  out  the 
general  nature  of  the  goals  of  such  a  strategy  and  the  procedures  to  be 
followed  by  the  council  in  developing  such  a  strategy.  I  do  not  feel 
qualified  to  evaluate  all  the  details  spelled  out  in  this  section.  But 
based  on  the  record,  since  the  passage  of  the  Rural  Development  Act  of 
1972 ,  clearly  any  Secretary  of  Agriculture  needs  some  assistance  in 
developing  a  meaningful  rural  development  strategy. 

While  I  do  not  object  to  any  of  the  specifics  of  Section  2,  I  am  con- 
cerned about  the  general  tone  of  this  section  which  accounts  for  about  70 
percent  of  the  pages  in  H.R.  IO885.  It  could  be  interpreted  by  those 
charged  with  administering  the  Act  to  reflect  a  heavy  emphasis  on  "top-down" 
planning.  The  difficult  task  in  developing  a  rural  development  strategy  is 
to  search  for  the  appropriate  mixture  of  grass  roots  planning  and  national 
planning.  People  in  high  levels  of  the  Federal  government  are  often  prone 
to  forget  the  importance  of  recognizing  the  diversity  that  exists  between  and 
within  rural  communities,  the  diversity  of  natural  and  human  resources,  the 
diversity  of  the  existing  economic  base  and  the  diversity  of  the  goals  and 
objectives  of  the  people.  Planning  at  the  National  level  must  retain  a 
considerable  element  of  flexibility  if  it  is  to  be  able  to  accomodate  the 
aggregated  needs  of  thousands  of  communities  in  any  particular  period.  Other- 
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vise,  a  small  community  in  desperate  need  of  an  ambulance  service  is  likely 

to  find  money  available  only  for  medical  centers  or  something  else  much 

lower  on  its  priority  list. 

I  would  like  to  see  a  greater  emphasis  on  rural  development  planning 

on  the  local  level.  Planning  for  rural  development  is  not  simply  a  one, 

three  or  even  five  year  process  of  developing  a  plan  like  a  land  use  or 

zoning  map.  It  is  a  complex  continuing,  iterative  process.  Local  development 

planning  as  I  use  the  term,  is  synomous  with  what  Cornman  and  Madden  have 

termed  the  essential  process.-'  After  indicating  that  a  successful  National 

strategy  should  consist  of  clearly  articulated  goals ,  action  programs  and 

an  essential  process,  they  suggested  four  operational  guidelines  for  the 

process.  It  should: 

....  Begin  with  the  meaningful  involvement  o£  local  people  and  thexA. 
KepKe*entative*  Jin  deci*ion*  e*tabli*IUng  community  pKionitie*, 
policies  to  be  puA*ued  and  *pecHic  pKoject*  to  be  implemented. 

....  Help  kukoI  people  obtain  needed  intoKmation  in  a  timely  manneK, 
and  then  pKovide  organizational  *tKuctuKe*  to  £aciJUXate  the 
making  o£  KatJuonat  choice*  and  tKade-oU*  among  competing  goal*. 

....  EncouAage  development  o£  linkage*  between  Kunal  communitie*  and 
the  vaKiou*  public  and  private  agencie*  to  make  the  be*t  u*e  o£ 
government  pKogKam*  and  otheK  funding  oppoKtunitiz* . 

....  Remain  pKoie**ionaJUy  objective  and  non-bia&ed,  in  that  it  should 
not  become  the  handmaid  of  any  local  vested  inteKe*t  ok  faction 
ok  any  ethnic  majority  ok  minoKity.     It  should  be  available  to  alt 
KuAal  citizen*,  but  uiith  empha*i*  on  leKving  tho*e  communitie* 
depKived  o£  e**ential  *eAvice*  and  £acilttie*,  aKea*  o£  high 
unemployment,  place*  threatened  taith  hevefie  enviKonmental  de- 
gradation, etc. 

Finally,  Cornman  and  Madden  stated  that  "The  addition  of  Title  V  to 

the  Rural  Development  Act  of  1972  raised  the  hopes  of  some  people  that  we 
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John  Cornman  and  J.  Patrick  Madden,  The  Essential  Process  for  a  Successful 
Rural  Strategy,  The  National  Rural  Center,  December,  1977. 
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had  reached  a  stage  in  our  development  as  a  Nation  when  ve  could  make 
creation  of  such  a  process  a  high  priority  concern.'*  I  am  one  of  those 
whose  hopes  were  raised.  But  the  actions  of  the  executive  branch  with 
respect  to  the  FY  1979  budget  for  Title  V  suggest  that  these  hopes  rest 
on  shaky  ground. 

Next  I  would  like  to  comment  on  HR  9983  as  you  know  filing  a  success- 
ful application  for  a  community  development  block  grant  is  a  complex  and 
difficult  process.   In  the  past  smaller  communities  with  part-time  elected 
officials  and  no  professional  staff  were,  at  a  distinct  disadvantage  as 
compared  with .larger  cities  with  staffs  skilled  in  the  grantsmanshlp  process. 
Sometimes  smaller  communities  have  hired  consultants  to  assist  them,  only 
to  become  even  more  frustrated  with  the  bureaucratic  procedures.  The  25 
percent  provision  for  smaller  communities  passed  last  year  should  help  this 
situation  considerably.  HR  9983  proposes  two  additional  steps  to  reduce 
the  frustration  level  of  smaller  communities.   Section  4  authorizes  the 
Secretary  to  make  grants  to  nonmetropolitan  units  of  general  local  govern- 
ment with  a  population  of  10,000  or  less  for  the  purpose  of  assisting  such 
units  in  applying  for  grants  under  the  Act.  Further  Sec.  5  simplifies  the 
application  procedures.  Both  are  very  laudable  provisions  which  will  be 
welcomed  by  smaller  communities. 

While  I  generally  favor  the  purposes  and  provisions  of  HR  9983  I  do 
have  some  reservations. 

1)  While  I  agree  with  the  authors  of  the  bill  that  such  a  program 
should  be  administered  by  the  Department  of  Agriculture  which  has  a  long 
history  of  administering  programs  in  rural  areas,  I  am  concerned  about  the 
manpower  situation  in  the  Farmers  Home  Administration  which  presumably 
would  have  the  responsibility  for  administering  the  Act.   This  agency  of 
the  Department  has  a  long  history  of  rapidly  increasing  responsibilities 
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with  little  or  no  Increase  In  manpower.   I  would  hope  that  the  passage  of 
this  act  would  be  accompanied  by  Increased  manpower  for  the  responsible 
agency  of  the  Department. 

2)  While  I  am  In  no  sense  a  political  analyst,  In  an  urban  dominated 
society  and  with  an  0MB,  which  appears  to  me  at  least,  to  be  more  responsive 
to  urban  needs,  I  am  fearful  that  the  level  of  funding  In  future  years  may 
be  less  for  programs  completely  separate  from  the  Housing  and  Community 
Development  Act. 

3)  Finally  I  repeat  my  concern  for  the  "grass  roots"  planning  process 
which  should  preceed  the  grant  application  process  If  the  local  people  are 
to  be  able  to  rationally  analyze  the  tradeoffs  confronting  them  and  reflect 
their  desires  and  priorities  Into  the  development  process. 
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Mr.  Day.  I  would  like  to  add  that  even  if  both  of  these  bills  are 
passed,  it  would  be  just  a  good  start  in  getting  rural  development 
going  in  rural  areas.  I  am  afraid  that  we  have  spent  too  much  of  our 
efforts  in  terms  of  just  simply  loans  and  grants  which  tend  to  tilt 
the  capital  markets  or  the  factor  markets  toward  capital.  I  would 
suggest  that  we  really  need  two  additional  steps.  One  would  investi- 
gate the  possibility  of  a  marginal  employment  tax  credit — a  mecha- 
nism which  could  be  used  to  focus  in  on  the  unemployment  and  the 
underemployment  problem  of  minorities,  of  youth  in  rural  areas. 

It  is  very  difficult  to  target  loans  but  you  could  target  wage  sub- 
sidies or  marginal  employment  tax  credit  toward  the  people  who 
really  need  those  jobs. 

Second,  I  would  like  to  suggest  that  we  really  need  a  considerable 
increase  in  emphasis  on  research  and  extension  activities  in  rural 
development.  The  USDA  and  the  land  grant  system  have  done  a  very 
remarkable  job  of  research  and  extension  with  respect  to  commercial 
agriculture.  But  there  is  much  to  be  learned  and  much  to  be  done 
as  far  as  rural  development  is  concerned. 

Thank  you  very  much. 

Mr.  Nolan.  Thank  you  very  much,  Dr.  Day. 

Mr.  Martin,  it  is  always  a  special  privilege  to  introduce  one  of  our 
professors  from  our  great  university  back  in  Minnesota.  We  welcome 
you. 

STATEMENT  OF  LEE  S.  MARTIN,  PROFESSOR,  AGRICULTURAL  AND 
APPLIED  ECONOMICS,  UNIVERSITY  OF  MINNESOTA 

Mr.  Martin.  My  name  is  Lee  R.  Martin  and  I  am  a  professor  in 
the  Department  of  Agricultural  and  Applied  Economics  at  the  Uni- 
versity of  Minnesota  in  St.  Paul.  I  have  worked  in  the  rural  develop- 
ment business  off  and  on  for  about  30  years  starting  in  North  Caro- 
lina. I  wish  to  speak  also  in  regard  to  H.R.  9983  and  H.R.  10885. 

I  wish  to  agree  completely  with  Lee  Day's  statement  and  to  extend 
some  of  his  arguments. 

First:  I  want  to  reemphasize  the  need  for  an  effective  rural  de- 
velopment program.  It  is  still  one  of  the  largely  unrecognized  facts 
of  American  life  that  the  incidence  of  poverty  is  relativelv  higher 
in  the  rural  areas  than  it  is  in  the  urban.  Specifically,  the  last  time 
I  looked  at  the  numbers,  the  percentage  of  rural  individuals  or  rural 
families  living  in  poverty  or  living  below  the  poverty  line  was  higher 
than  the  percentage  of  urban  individuals  or  urban  families  living 
below  the  poverty  line. 

The  need  is  there ;  it  is  not  being  met  even  to  the  extent  that  it  is 
in  rural  areas. 

Second :  No  other  important  Federal  agency  has  had  extensive  ex- 
perience in  designing  and  operating  programs  in  rural  areas;  that 
is,  no  other  except  the  USDA.  The  services  of  that  agencv  have  long 
and  reasonably  successful  experience  in  operating  rural  programs. 

Third:  The  USDA  is  an  integral  part  of  the  USDA  land  grant 
system  which  has  excellent  and  longtime  capacity  for  research  and 
extension  dealing  with  rural  areas  and  with  rural  people.  This  re- 
search and  extension  capacity  includes  technical  and  social  science 
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competencies  both  of  which  are  relevant  to  rural  development  prob- 
lems. These  competencies  provide  the  XJSDA  land  grant  system  with 
good  understanding  of  what  is  required  to  develop  better  opportuni- 
ties in  the  rural  areas  for  gainful  employment,  for  larger  income, 
and  for  a  higher  quality  of  life. 

In  particular,  title  V  of  Public  Law  92-419  carried  a  total  3-year 
appropriation  for  $9  million.  The  results  of  that  demonstrate  the 
strength  of  the  land  grant  system  and  this  strength  lies  both  in  the 
research  and  extension  capacity  but  particularly  in  the  ability  to 
deal  effectively  with  rural  people  at  the  grassroots  level.  This  $9  mil- 
lion granted  on  a  flexible,  unstructured  basis  led  to  a  wide  variety  of 
innovative  and  generally  effective  and  integrated  combinations  of  re- 
search and  extension  activities  in  each  State  and  Puerto  Rico. 

This  experience  was  useful  and  interesting,  especially  in  that  the 
level  of  local  involvement  was  generally  very  high. 

I  commend  highly  to  you — and  I  am  sure  you  heard  about  them 
yesterday  from  Mr.  Cornman — the  executive  summary  of  the  title  V 
evaluation  and  the  accompanying  policy  statement  entitled  "The 
Essential  Process." 

Also  commended  to  you  is  something  that  T  can  leave.  It  is  a  well- 
written  1972  statement  by  the  National  Planning  Association's  Agri- 
cultural Committee  which  is  entitled,  "Reorganizing  the  XJSDA — 
A  Proposal  for  Change." 

Fourth:  Another  prime  need  for  an  effective  rural  development 
strategy  is  a  more  complete  information  base  of  economic  and  social 
data  on  rural  people  and  rural  areas.  Again,  the  ideal  institutional 
connection  for  this  system  would  be  the  social  science  research  arm  of 
the  XJSDA  which  is  now  called  the  Economic  Statistical  and 
Cooperative  Service. 

For  all  the  reasons  listed  above  and  as  an  important  step  in  fuller 
involvement  of  the  XJSDA  land  grant  system  in  the  rural  develop- 
ment effort  and  to  provide  for  more  effective  coordination  of  the 
rural  development  program,  I  strongly  support  H.R.  9983  and  H.R 
10885  and  the  philosophy  that  they  embody. 

Thank  you  very  much. 

Mr.  Nolan.  Thank  you  very  much.  Professor  Martin. 

I  fully  agree  with  your  idea  that  the  planning  process  ought  not 
to  be  too  topheavy  and  any  specific  recommendations  that  you  might 
have  would  be  very  helpful  to  the  subcommittee  when  they  get  into 
the  markup  stage  of  drafting  the  legislation. 

The  tax  credits  and  wage  subsidies,  of  course,  are  beyond  the  scope 
of  this  subcommittee. 

I  was  interested  in  your  comments  about  the  need  for  more  re- 
search and  extension  services  for  rural  development.  Could  either  of 
you  comment  on  that  in  a  little  more  detail  as  to  what  you  are 
suggesting? 

Mr.  Martin.  My  own  feeling  is  that  we  have  done  a  fair  amount 
of  research  on  rural  development.  It  is  not  an  easy  area  to  work 
with.  It  is  a  lot  easier  to  do  research  on  corn  than  it  is  with  people 
because  the  corn  plants  usuallv  cooperate. 

The  research  is  not  uniformly  high  qualitv  and  one  reason  is  that 
the  people  engaged  may  not  have  Been  as  skilled  as  they  needed  to 
be  to  handle  a  different  problem. 
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There  is  now  in  several  institutions — to  my  knowledge— very  use- 
ful research  going  on  that  would  provide  a  basis  for  advising  a  par- 
ticular rural  community  on  what  kinds  of  economic  activities  they 
might  be  suitable  for  or  they  might  equip  themselves  for.  Unfor- 
tunately, the  one  program  that  I  know  about  that  is  doing  the  best 
job  is  probably  not  going  to  be  funded  next  year  because  there  is  no 
one  really  to  speak  up  for  it. 

There  have  been  four  or  five  pieces  of  this  work  done  and  they 
have  looked  labor  force  responses  in  very  small  areas  which  is  much 
better  than  sending  out  a  sample  survey  and  saying,  "Would  you 
go  to  work  for  $20,000?"  They  have  done  very  well  in  looking  at  the 
requirements  for  different  kinds  of  economic  activities,  the  require- 
ments for  the  inputs  of  other  activities. 

They  are  developing  an  index  of  the  ability  of  communities  to 
move  together  and  to  act  together  and  to  follow  a  strategy  once  one 
is  arrived  at.  But  the  funding  for  rural  development  in  man-year 
terms  is  less  than  it  was  5  years  ago.  Inflation  has  cut  down  the  num- 
ber of  people  who  are  working  so  that  more  money  is  needed — not 
more  money  in  large  globs.  I  think  small  expansions  would  probably 
be  more  effective  than  some  kind  of  crash  program. 

I  would  also  like  to  point  out  here — particularly  since  this  is  the 
House  Agriculture  Committee — that  I  think  in  connection  with  rural 
development  it  is  very  important  to  structure  it  as  much  as  possible 
so  that  the  program  will  not  appear  to  be  competing  or  trying  to 
take  funds  away  from  the  commercial  agriculture  needs.  I  feel 
strongly  that  the  provision  of  funds  for  research  in  commercial  agri- 
culture are  also  not  sufficient  because  the  yields  per  acre  in  our  im- 
portant crops  are  going  down. 

I  think  that  as  long  as  rural  development  appears  to  be  competing 
with  the  needs  of  commercial  agriculture,  then  it  is  going  to  be  very 
hard  to  obtain  funds.  To  any  extent  to  which  this  can  be  charged 
so  that,  in  effect,  the  funds  for  rural  development  are  much  closer 
in  their  intent  and  purpose  to  funds  that  HUD  or  HEW  or  some 
of  the  other  agencies  spend.  At  least  they  spend  the  same  kind  of 
funds  and  for  the  same  kinds  of  purposes  in  urban  areas. 

If  the  funding  could  be  related  to  the  levels  of  provision  made  in 
urban  areas  on  a  per  capita  basis  or  per  person  below  the  poverty 
line  or  whatever  the  criterion  is,  then  I  think  that  it  would  be  much 
easier  to  get  the  additional  funding  for  research  and  extension  in 
the  other  programs  that  are  so  badly  needed  and  it  would  be  an 
integral  part  of  rural  development. 

Mr.  Day.  If  I  could  add  just  a  brief  comment.  I  think  one  of  the 
difficulties,  as  we  all  know,  is  that  not  all  communities  in  rural  areas 
can  ctow.  To  be  able  to  identify  those  characteristics  that  make  it 
possible  for  some  communities  to  grow  and  others  not,  would  make  it 
quite  helpful.  Otherwise,  we  are  liable  to  have  a  monument  to  bureau- 
cratic stupidity  sitting  out  here  and  that  is  something  that  none  of 
us  want. 

I  do  not  think  there  is  really  a  great  deal  that  needs  to  be  done  as 
far  as  new  mechanisms  for  research  and  extension  in  the  USD  A  and 
land  grant  colleges  mostly  in  terms  of  additional  funding:.  It  is  not 
funding  for  the  sake  of  research  and  extension;  it  is  funding  for 
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the  sake  of  getting  answers  to  the  kinds  of  questions  that  are  raised 
in  rural  communities.  Too  often  we  always  look  like  we  are  trying 
to  get  more  money  just  for  the  sake  of  research  and  extension. 

Mr.  Nolan.  Thank  you  very  much,  Dr.  Day  and  Dr.  Martin* 

For  those  of  you  who  came  in  a  few  minutes  late  I  made  an  an- 
nouncement and  an  apology  at  the  beginning  of  the  meeting.  The 
Senate  passed  a  major  amendment  to  the  1977  farm  bill  yesterday. 
As  a  result  of  this  an  important  meeting  of  the  full  Committee  on 
Agriculture  has  been  called  for  9:30  this  morning  to  consider  the 
House  Agriculture  Committee  response  to  those  amendments  for 
the  1977  farm  bill.  So  it  will  be  necessary  for  us  to  recess  this  sub- 
committee hearing  until  such  time  as  the  full  committee  completes 
its  work.  In  all  probability  this  will  take  several  hours. 

We  will  reconvene  no  later  than  1  p.m.  and,  hopefully,  sooner. 
Again,  I  apologize  to  those  of  you  scheduled  to  appear  at  this  time. 
If  for  one  reason  or  another  your  schedule  will  not  permit  you  to 
wait,  then  if  you  will  give  us  your  testimony,  I  will  see  to  it  that 
it  is  made  a  part  of  the  record. 

If  for  some  reason  you  cannot  wait  this  morning  and  wish  to  come 
back  this  afternoon,  we  will  call  upon  you  at  that  time  to  give  your 
testimony. 

Again,  my  apologies  and  we  will  recess  at  this  time. 

[Recess  taken.] 

Mr.  Nolan.  The  Subcommittee  on  Family  Farms  and  Rural  De- 
velopment will  come  to  order. 

Our  first  witness  will  be  Mr.  Clay  Cochran,  executive  director  of 
Rural  America. 

Mr.  Cochran.  I  have  with  me  Dr.  George  Rucker,  our  research 
director.  When  we  get  down  to  the  Grassley  bill,  he  is  the  world's 
authority  on  how  the  community  block  grant  program  does  not 
work  for  rural  people.  If  you  have  any  questions  that  I  cannot 
answer,  he  can. 

Mr.  Nolan.  Thank  you,  Mr.  Cochran,  please  proceed  with  your 
prepared  statement. 

STATEMENT  OF  CLAY  L.  C0CHBAN,  EXECUTIVE  DIBECTOE, 
BUBAL  AMEBICA,  INC. 

Mr.  Cochran.  My  name  is  Clay  Cochran  and  I  am  executive  di- 
rector of  Rural  America,  a  national  membership  organization  seek- 
ing to  improve  human  opportunity  and  to  ensure  equity  for  small 
town  and  rural  people. 

Mr.  Chairman,  I'd  like  to  thank  you  for  the  invitation,  to  comment 
today  on  rural  development  policy  and  say  that  I  appreciate  the 
fine  work  this  subcommittee  has  done  in  a  very  short  time.  Your 
hard  work,  leadership  and  concern  for  rural  people  is  greatly  appre- 
ciated. This  committee  is  one  of  the  very  few  committees  in  Congress 
which  shows  a  continuing  concern  for  the  rights  and  needs  of  rural 
people.  We  are  grateful. 

Let  me  begin  by  saying  that  we  believe  that  it  is  a  public  responsi- 
bility to  ensure  that  people's  fundamental  needs  are  met  including 
adequate  shelter,  jobs,  food,  and  health  care.  If  it  is  our  economic 
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system  that  produces  poverty,  then  it  ig  the  responsibility  of  that 
system  to  pay  for  the  redress  of  that  injustice.  It  is  the  Federal 
Government's  responsibility  to  ensure  equity  in  the  distribution  of 
services,  the  allocation  of  public  resources  and  the  protection  of  basic 
rights.  If  these  are  the  goals  of  a  responsible  Federal  rural  develop- 
ment policy,  as  we  believe  they  should  be,  then  it  has  failed  rather 
dismally. 

Just  as  race,  sex,  and  age  should  not  be  barriers  to  opportunity, 
including  access  to  public  assistance,  neither  should  geography. 
Where  someone  chooses  to  live  or  in  many  cases  is  forced  to  live, 
should  not  affect  the  exercise  of  his  or  her  rights.  This  kind  of  dis- 
crimination is  ubiquitous  in  our  society.  For  decades,  the  overwhelm- 
ing weight  of  our  thought  and  action  has  been  urban  oriented,  the 
fact  remains.  There  is  no  coordinated  and  clear  rural  development 
policy  coming  out  of  Washington.  I  don't  believe  for  a  minute  that 
this  is  a  simple  oversight.  Rather  it  is  based  on  the  old  belief  that 
we  have  referred  to  time  and  time  again — metropollyanna — the  per- 
vasive belief  that  sooner  or  later  everyone  will  move  to  the  cities  and 
live  happily  ever  after.  Whenever  the  Nation's  human  and  economic 
needs  are  defined  and  studied,  the  problems  of  rural  America  are 
discounted,  underplayed  or  treated  as  an  afterthought. 

It  is  not  as  though  Congress  has  not  mandated  a  Federal  rural 
economic  development  policy  in  the  past.  Section  603  of  the  Rural 
Development  Act  authorizes  and  directs  the  Secretary  of  Agricul- 
ture to: 

Provide  leadership  and  coordination  within  the  executive  branch  and  assume 
responsibility  for  coordinating  a  nationwide  rural  development  program  utiliz- 
ing the  services  of  executive  branch  departments  and  agencies  and  the  agencies, 
bureaus,  offices  and  services  of  the  Department  of  Agriculture  in  coordination 
with  rural  development  programs  of  state  and  local  governments.1 

Once  and  for  all,  we  must  stop  running  away  from  hard  realities. 
The  fact  is  that  poverty  in  rural  America  remains  pervasive  and 
persistent.  The  studies,  exposes  and  rhetorical  public  promises  have 
left  unsolved  the  problems  of  many  low  income  rural  people.  With 
only  a  third  of  the  Nation's  population,  nearly  half  the  Nation's 
poor  are  living  in  rural  America.  In  any  area  we  turn,  the  need  is 
great. 

Sixtv  percent  of  the  Nation's  substandard  housing  is  located  in  rural 
America. 

Despite  the  higher  levels  of  infant  mortality  and  a  higher  inci- 
dence of  chronic  disease,  rural  America  has  the  services  of  only  12 
percent  of  the  doctors  and  18  percent  of  the  nurses  in  the  country.  As 
recentlv  as  1975.  some  135  rural  counties  had  no  resident  phvsician 
at  all.  Rural  people  comprise  nearlv  60  percent  of  all  persons  living 
in  areas  designated  by  HEW  as  being  medically  underserved. 

Unemployment  in  rural  areas  is  at  least  as  widespread  as  in  metro- 
politan areas,  yet  the  Labor  Department  has  acknowledged  that  its 
programs  designated  to  generate  jobs  have  failed  to  give  equitable 
treatment  to  rural  areas  in  the  past. 

For  women,  the  elderlv  and  minorities  living  in  rural  America, 
the  needs  arc  compounded : 


1  Revised  Guide  to  the  Rural  Development  Act  of  1972,  Senate  Subcommittee  on  Rural 
Development.  Mar.  25,  1076,  p.  37. 


Digitized  by 


Google 


114 

A  1970  study  showed  that  60  percent  of  the  minority  people  living 
in  "totally  rural  counties"  had  incomes  below  the  poverty  level. 

In  1977,  81  percent  of  the  rural  elderly  had  annual  incomes  under 
$4,000. 

In  1970,  44  percent  of  all  nonmetro  poor  families  were  headed  by 
females.  Median  earnings  for  nonmetro  women  were  50  percent  be- 
low nonmetro  men. 

Our  farmers  have  also  had  to  endure  their  own  special  problems. 

In  30  years,  60  percent  of  our  farms  have  disappeared. 

Consolidation  and  control  of  the  food  and  fiber  production  has 
become  so  centralized  that  recent  estimates  indicated  only  5.5  percent 
of  all  farm  operators  accounted  for  over  half  (54.4  percent)  of  all 
land  in  farms. 

Without  a  comprehensive  Federal  rural  development  policy,  needs 
will  increase  and  we  will  continue  to  witness  a  low  standard  of  living 
for  the  people  living  in  rural  America.  Without  Federal  initiatives 
to  plan  and  control  the  efficient  use  of  the  land,  the  coal  and  timber 
companies,  the  developers  and  speculators  will  continue  to  ravage 
resources.  Unless  substantial  housing  and  health  programs  are  de- 
veloped or  a  concerned  effort  is  made  to  meet  the  needs  of  the  rural 
elderly,  rural  people  will  continue  to  receive  only  the  leftovers. 

One  thing  is  certain.  The  unorganized  don't  have  a  chance,  we  only 
have  to  look  at  the  Federal  response  to  rural  needs  today. 

Rural  America  receives  only  18.4  percent  of  the  Federal  dollars 
being  spent  to  provide  or  improve  housing. 

Just  23  percent  of  the  CSA  antipoverty  money  goes  to  rural  areas. 

Rural  America  receives  just  22.7  percent  of  HEW  social  services 
funds. 

Twelve  percent  of  FmHA's  water  and  sewer  and  grant  funds  are 
going  to  families  with  incomes  below  $5,000  although  they  constitute 
44  percent  of  the  population  in  areas  served  by  the  agency. 

In  1974,  Congress  authorized  an  expansion  of  Federal  programs 
for  public  transportation,  but  less  than  5  percent  of  the  additional 
money  was  earmarked  for  use  outside  urban  areas. 

Perhaps  Federal  dollar  allocations  represent  the  most  blatant  evi- 
dence of  a  missing  rural  development  policy.  There  is  more. 

RESEARCH  AND  THE  ABSENCE  OP  DATA 

Mr.  Chairman,  I  do  not  have  to  tell  you  just  how  hard  it  is  to  find 
the  figures  I  have  mentioned.  In  many  instances,  either  the  figures 
are  not  available  or  they  are  unreliable.  Occasionally,  they  are  down- 
right misleading.  Very  little  effort  has  been  made  to  develop  a  com- 
prehensive data  base  for  rural  development. 

Without  a  comprehensive  data  base,  there  is  no  objective  procedure 
to  establish  human  need.  Without  this  critical  information,  there  is 
no  way  that  our  elected  representatives  can  design  legislation  to  ad- 
dress human  need.  And  without  this  data  base,  there  is  absolutely  no 
way  to  measure  impact  of  Federal  and  State  programs  upon  those 
for  whom  programs  are  designed.  As  critically,  we  see  no  integration 
of  a  consistent  data  base  with  the  fundamental  components  of  a 
rural  development  policy.  Consider : 
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No  systematic  information  exists  as  to  land  ownership  in  this 
country.  How  can  we  address  land  use  policy  unless  we  know  who 
owns  the  land? 

No  accurate  estimates  of  unemployment  and  underemployment  for 
small  towns  and  rural  areas  currently  exist.  How  can  we  design  a 
reasonable  policy  to  address  rural  unemployment? 

Detailed  information  concerning  the  20  percent  of  America's  small- 
est farmers  is  simply  nonexistent.  How  can  we  even  begin  to  address 
rural  economic  development  without  such  critical  data? 

The  National  Center  for  Educational  Statistics  doesn't  issue  re- 
ports or  compile  data  on  the  current  status  of  rural  education.  With- 
out such  information,  it  is  impossible  to  correct  deficiencies  or  foster 
improvements  in  rural  educational  delivery. 

Clearly,  our  nationalpriorities  need  to  be  reexamined  in  the  con- 
text of  rural  needs.  A  GAO  study  in  1974  showed  that  just  under  4 
percent  of  USDA  financed  scientific  man  years  were  allocated  di- 
rectly to  research  on  living  and  community  quality  in  rural  America.* 
By  contrast,  research  priorities  at  USDAplace  heavy  emphasis  upon 
food,  fiber,  and  market  structure  research. 

CHAOS  IN  FEDERAL  PROGRAMS — RURAL  DEVELOPMENT  PLANNING  AND 

COORDINATION 

The  misallocation  of  Federal  expenditures  for  rural  America  is 
but  one  aspect  of  nonexistent  rural  development  planning  and  co- 
ordination. Another  symptom  of  this  situation  is  confusion  in  the 
way  programs  are  designed  and  implemented. 

Rural  development  programs  as  they  are  now  administered  dis- 
play a  horrifying  array  of  deficiencies. 

Often  whole  segments  of  the  rural  population  fall  through  unex- 
plained and  indefensible  gaps  in  the  delivery  mechanism  of  pro- 
grams. The  clearest  example  is  the  Community  Action  Program, 
administered  by  the  Community  Service  Administration.  The  rural 
poor  urgently  need  services  offered  by  CAP  agencies  which  operate 
on  a  county  basis  as  the  local  delivery  arm  of  the  agency.  But  many 
counties  do  not  have  CAP  agencies,  and  rural  people  bear  an  inequi- 
table burden  of  this  program  shortfall.  Of  the  total  number  of  coun- 
ties without  CAP  agencies  709  or  84  percent  are  rural  counties.* 

Other  service  gaps  result  from  unworkable  program  designs.  Laws 
and  programs  that  are  written  for  the  cities  are  expected  to  work  in 
rural  areas.  Section  330  of  the  Public  Health  Services  Act,  for  ex- 
ample, provides  money  for  health  care  facilities  but  limits  expendi- 
tures to  the  acquisition  and  refurbishing  of  existing  structures  only. 
In  many  instances  suitable  structures  do  not  exist  in  rural  areas. 
Since  new  construction  funds  are  not  available  under  the  act,  rural 
areas  find  it  difficult  to  participate  in  that  part  of  the  program.  The 
identical  program  design  problem  is  found  under  the  multipurpose 
Senior  Citizens  Center  Authority  of  the  Older  Americans  Act. 

A  final  type  of  service  gap  found  in  rural  development  programs 
is  discrimination.  Frequently  legislative  authority  is  granted  to  meet 

1  Agricultural  Research:  Organization  and  Management,  GAO,  1076,  p.  54-56. 
•Statement  applies  to  all  countries  except  those  in  New  England  because  metro/non- 
metro  (SMSA)   organization  is  not  applicable. 
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a  human  need  in  metropolitan  areas.  Yet,  companion  authorities  for 
nonmetropolitan  citizens  are  absent  or  delayed  for  years. 

In  1965  metropolitan  areas  received  a  congressional  approved  rent 
supplement  program.  Not  until  1974  was  a  similar  authority  enacted 
for  families  in  rural  America  where  the  per  capita  incidence  of 
need  was  always  greater.4 

In  each  case,  a  centralized  point  for  rural  development  planning 
and  coordination  could  help  to  remedy  the  situation.  Such  a  capacity 
would  serve  to  identify  these  gaps,  point  out  inequities  and  in  so 
doing,  create  a  basis  for  new  and  needed  legislation  or  administrative 
changes. 

The  chaos  in  rural  development  programs  takes  another  form  in 
overlap  or  fragmentation  of  authorities  which  could  be  more  sensible 
and  efficiently  administered  in  a  combined  fashion. 

Rural  water  and  sewer  programs  are  a  good  case  in  point.  Federal 
responsibility  in  this  area  is  shared  by  FmHA,  EDA,  HUD,  and 
EPA.  Each  agency  has  a  different  mandate,  set  of  eligibility  cri- 
teria, definition  of  service  area  and  internal  organization.  Rural 
officials  and  advocates  interested  in  providing  an  adequate  water  and 
sewer  system  in  their  community  are  faced  with  a  dizzy  path  of  re- 
quired visits  that  include:  FmHA  county  and  State  offices,  EDA 
field  and  regional  offices,  HUD  area  office  and  EPA  regional  office. 
The  price  of  this  nonsense  in  gasoline  alone,  not  to  mention  pure 
frustration  is  unsupportable. 

An  economic  opportunity  report  issued  by  the  General  Accounting 
Office  on  October  17, 1977,  points  out  a  similar  wasteful  overlap  prob- 
lem with  regard  to  transportation  components  of  Federal  grant  pro- 
grams.5 GAO  inventoried  over  one  hundred  programs  (114)  with 
transportation  components  and  found  almost  no  coordination  of  trans- 
portation services.  It  found  inherent  coordination  problems  in  categor- 
ical Federal  assistance  programs,  which  are  designed  to  focus  on 
specific  target  groups  and  are  operated  by  different  agencies  through 
different  structures. 

At  the  risk  of  overkill,  Mr.  Chairman,  I  will  offer  a  final  example 
of  the  overlap/fragmentation  problem.  Most  rural  health  advocates 
believe  that  all  programs  that  affect  farmworker  health  should  be 
coordinated  into  a  comprehensive  system  that  will  deliver  a  wide 
range  of  services  rather  than  the  piece  meal  services  rendered  through 
the  current  grantee  structure.  Farmworker  health  depends  on  serv- 
ices now  divided  between  HEW's  Office  of  Education,  pediatric 
screening  program  and  migrant  and  rural  health  programs  together 
with  USDA's  food  stamp  program  and  women,  infant  and  child 
health  programs.  No  office  in  HEW  is  performing  the  coordination 
function  that  is  so  obviously  needed. 

A  central,  purely  rural,  adequately  staffed,  and  properly  empow- 
ered Federal  agency  for  rural  development  planning  and  coordina- 
tion would  help  to  correct  this  present  intolerable  state  of  affairs. 

H.R.    10885 — THE   RURAL  DEVELOPMENT  POLICY  ACT  OP    1978 

We  welcome  and  encourage  H.R.  10885. 


«Honsing  and  Urban  Development  Act  of  1065. 

•"Hindrance*   to  Coordinating   Transportation   of  People  Participating  in   Federally 
Funded  Grant  Programs,"  Oct.  17,  1077.  Report  number  CED-77-119. 
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FEDERAL  RURAL  DEVELOPMENT  COUNCIL 

We  believe  the  creation  of  a  permanent  Federal  Rural  Develop- 
ment Council  can  fill  an  important  role  by  examining  the  effective- 
ness of  Federal  rural  development  programs  by  pointing  out  the  need 
for  new  programs  and  by  developing  an  organized  approach  to  the 
future  growth  of  rural  America.  To  perform  these  vital  functions, 
the  Council  must  be  given  strong  support  by  Congress.  Mere  statu- 
tory language  in  the  absence  of  adequate  staff,  authority,  and  funds 
will  result  in  yet  another  dormant,  but  pleasantly  readable,  section 
of  the  United  States  Code. 

The  proposed  examination  of  urban  versus  rural  program  benefits 
by  the  Council  should  produce  important  information.  With  this 
data,  the  extent  of  discrimination  against  rural  people  can  be  drama- 
tized so  that  change  will  follow. 

The  provision  mandating  public  hearings  "on  any  matter  *  *  * 
having  a  significant  impact  on  rural  development  or  the  economic 
development  of  small  rural  communities  *  *  *  "  would  be  very  useful. 

Such  hearings  would  increase  public  participation  and  enhance 
the  ability  of  rural  people  to  determine  rural  development  policy. 

The  creation  of  offices  of  rural  development  in  various  Federal  de- 
partment and  agencies  is  advisable.  It  is  essential  that  these  offices 
have  sufficient  staff  and  strong  support  of  the  agency  head  if  they 
are  to  effectively  police  and  improve  the  rural  development  activity 
of  the  agency.  Absent  these  elements,  the  offices  will  be  mere  window 


The  Council  is  also  to  report  annually  on  the  implementation  of 
its  comprehensive  rural  development  strategy.  Properly  administered, 
this  device  could  break  through  the  current  "no  news  is  good  news" 
syndrome  of  the  Federal  consciousness  of  the  needs  of  rural  people. 
The  Council  must  be  given  adequate  research  staff  and  funds  and 
clear  authority  to  investigate  and  request  information  from  all 
branches  of  the  Federal  Government. 

REDESIGNATION  OP  TJSDA  AND  FMHA 

The  Department  of  Agriculture  was  born  during  the  Civil  War. 
Those  who  urged  its  creation  in  1862  were  careful  to  point  out  the 
best  direction  and  potential  pitfalls  of  the  new  agency.  The  Super- 
intendent of  the  Agricultural  Division  in  the  Patent  Office  argued 
for  the  creation  of  a  new  cabinet  level  agency  that  would  be : 

*  *  *  separate  and  apart  from  all  influences  other  than  those  prompted  by 
the  highest  regard  for  the  public  good,  unobstructive  in  its  conduct  as  in  its 
nature,  and  having  truth  for  its  object. 

It  should  endure  untrammelled,  and  free  from  all  partisan  considera- 
tions *  *  *  "  • 

When  Congress  shortly  thereafter  created  the  Department  of  Agri- 
culture, it  mandated  "the  general  designs  and  duties  of  (the  De- 
partment) shall  be  to  acquire  and  to  diffuse  among  the  people  of  the 
United  States  useful  information  on  subjects  connected  with  agricul- 
ture in  the  most  general  and  comprehensive  sense  of  the  word  *  *  * 7 

•Baker.  Gladys  L.f  et.  al.,  "Century  of  Service:  The  First  100  Tears  of  the  U.S.  De- 
partment of  Agriculture,"  USDA,  Washington,  D.C.,  Feb.  1962,  p.  11. 
7  Ibid,  p.  13. 
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As  originally  conceived,  the  Department  was  intended  to  preserve 
and  enhance  the  quality  of  rural  life.  In  time,  it  came  to  preside  over 
the  mass  exodus  of  family  farmers  from  the  land,  a  rapid  increase  in 
scale  t  of  operations  and  what  Barry  Commoner  refers  to  as  the 
colonization  of  rural  America  by  the  petrochemical  industry.  Not  a 
few  of  us  doubt  the  wisdom  of  this  procedure  from  the  standpoint 
of  farmers,  the  land,  or  consumers. 

A  simple  change  of  name  will  not  reverse  this  evolution.  But 
changing  the  name  to  the  Department  of  Agriculture  and  Bund 
Development  will  provide  notice  that  Congress  intends  and  expects 
a  more  balanced  approach.  The  similar  redesignation  of  FmHA  as 
the  Farm  and  Kural  Development  Administration  reinforces  the 
message. 

Of  greater  importance  is  the  evaluation  of  rural  development 
policy,  planning,  and  coordination  in  the  agency  to  the  Under  Secre- 
tary level. 

We  fully  endorse  and  urge  speedy  passage  of  the  Rural  Develop- 
ment Policy  Act  of  1978.  Mr.  Chairman,  this  bill,  if  enacted,  and  its 
purposes  carried  out  aggressively  and  in  good  faith,  would  go  far 
toward  achieving,  by  Federal  action,  the  ends  sought  by  Rural 
America  with  its  puny  resources.  In  other  words,  if  you  can  succeed, 
our  organization  would  no  longer  have  a  reason  for  being.  Nothing 
would  please  us  more. 

Turning  now  to  H.R.  9983,  this  is  a  legislative  proposal  on  which 
we  have  very  mixed  feelings.  Its  subject  matter  is  one  we  consider 
very  important  and  it  is  one  on  which  we  can  speak  from  some  spe- 
cial knowledge  and  experience.  For  most  of  last  year,  Rural  America 
staff  were  working  on  a  study  of  the  operation  of  the  Community 
Development  Block  Grant  Program  in  nonmetropolitan  areas  during 
its  first  2  years.  They  collected  virtually  complete  data  on  participa- 
tion by  nonmetro  governments — those  that  were  unsuccessful  in  their 
efforts  to  secure  CDBG  funds  as  well  as  those  that  got  grants — and 
analyzed  the  patterns  rather  extensively.  This  represented  data  which 
the  HUD  Central  Office  had  never  collected,  much  less  given  any 
analytical  attention.  In  a  number  of  ways,  it  permitted  us  at  Rural 
America  to  answer  questions  which  HUD  itself  could  not  answer, 
even  if  it  had  asked  them. 

The  results  of  that  study  are  presented  in  a  report  titled  "Lim- 
ited Access,"  which  is  currently  being  printed  by  the  Community 
Services  Administration.  It  was  their  funding  that  made  the  study 
possible.  Without  going  into  detail,  let  me  summarize  some  relevant 
findings.  The  Rural  America  study  confirmed  that  both  nonmetro- 
politan areas  as  a  whole  and  the  smaller  communities  within  non- 
metro  areas  are  receiving  a  more  equitable  share  of  funding  assist- 
ance under  the  formula  allocation  and  the  funding  mechanism  of  the 
CDBG  program  that  had  been  the  case  under  the  prior  categorical 
programs  administered  bv  HUD.  Prior  to  the  1974  legislation,  non- 
metro  areas  received  only  about  15  percent  of  HUD's  community 
development  assistance,  though  they  accounted  for  30  percent  or 
more  of  the  Nation's  people  and  an  even  larger  share  of  its  poverty 
and  bad  housing.  Moreover,  just  as  nonmetro  areas  got  far  less  than 
a  fair  share  of  the  national  total,  towns  of  under  10,000  population 
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;ot  less  than  a  fair  share  of  the  nonmetro  total.  Such  towns  account 
br  60  percent  of  all  the  people  residing  in  nonmetro  towns,  yet  they 
were  receiving  less  than  30  percent  of  the  HUD  community  de- 
velopment assistance  going  into  nonmetro  areas. 

Under  the  formula  allocation  established  for  CDBG,  nonmetro 
areas  get  a  20  percent  set-aside  of  the  major  funds  appropriated. 
Rural  America  has  pointed  out  from  the  beginning  that  this  is  still 
less  than  an  equitable  share  of  funding,  based  on  either  population 
or  need,  but  it  is  indisputably  an  improvement  over  the  situation 
that  prevailed  under  the  categoricals.  Similarly,  nonmetro  towns 
of  less  than  10,000  still  do  not  get  an  equitable  share  of  CDBG  funds, 
but  they  have  improved  their  situation  substantially  and  during 
the  first  2  years  of  the  program  accounted  for  41  percent  of  the 
nonmetro  funding  to  municipalities.  So,  a  major  finding  of  the 
Rural  America  study  was  that  while  the  CDBG  mechanism  repre- 
sents an  improvement  over  the  prior  system  of  categoricals,  it  still 
discriminates  in  terms  of  funding  against  nonmetro  areas  and  the 
smaller  towns  within  those  nonmetro  areas. 

One  cannot  escape  the  conclusion  that  a  major  element  in  that 
discriminatory  pattern  is  the  metropolitan  mind-set,  if  not  just  plain 
prejudice,  of  the  Department  of  Housing  and  Urban  Development. 
Thus,  one  of  the  principal  recommendations  made  by  the  Rural 
America  staff  in  limited  access  is  that  Congress  consider  "the  pos- 
sible transfer  of  all  rural  development  programs — including  non- 
metro CDBG — to  a  single  agency  with  rural  affairs  as  its  primary 
concern."  Secretary  of  Agriculture  Bergland  has  obviously  been 
thinking  along  similar  lines  since  he  suggested  to  the  recent  White 
House  Conference  on  Balanced  National  Growth  that  "in  nonmetro- 
politan  areas  FMHA  be  assigned  responsibility  for  administering 
a  selected  number  of  those  core  Federal  programs  for  community 
development  not  already  in  the  agency,"  and  specifically  mentioned 
the  community  development  block  grant  program  as  one  of  those 
he  had  in  mind. 

Given  that  background,  one  might  well  expect  Rural  America  to 
be  an  enthusiastic  supporter  of  H.R.  9983,  since  it  proposes  to 
establish  a  separate  CDBG  program  for  nonmetro  towns  of  20,000 
or  less  people  and  to  have  that  program  administered  by  a  rural 
agency,  the  Department  of  Agriculture.  Unfortunately  while  we 
can  enthusiastically  endorse  the  purpose  of  making  CDBG  more 
responsiye;  to  the  special  needs  and  problems  of  smaller  nonmetro 
communities,  we  cannot  endorse  the  means  proposed  for  doing  so. 
In  our  view,  the  response  of  H.R.  9983  to  a  very  real  problem  is 
unnecessarily  drastic.  We  believe  it  to  be  an  unfortunate  violation 
of  sound  principle  and  probably  unwise  from  a  pragmatic  stand- 
point. We  would  argue  that  the  end  sousrht  by  H.R.  9983  can  be 
achieved  much  more  surely  by  a  less  radical  surgical  approach  to 
the  1974  legislation. 

The  problem  is  not  that  there  is  a  single  community  development 
block  grant  program  established  by  a  single  statutory  title  and  rep- 
resenting a  single  line  item  in  the  Federal  budget.  On  the  contrary, 
looked  at  from  the  standpoint  of  national  priorities  and  the  process 
of  decisionmaking  about  them,  it  is  sound  principle  to  regard  corn- 
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munity  development  as  a  single  national  priority.  The  relative  fund- 
ing level  for  that  priority  to  be  recommended  by  the  President  and 
determined  by  the  Congress,  should  be  handled  as  a  single  program 
and  thus  weighed  against  other  programs  and  priorities.  Once  that 
level  of  funding  is  determined,  the  allocation  among  areas  and  types 
of  communities  should  be  automatic,  based  on  congressionalljr  se- 
lected measures  of  need  so  as  to  appropriately  target  the  allocations. 
While  we  at  Rural  America  have  some  strong  and  specific  criti- 
cisms about  the  present  metro/nonmetro  allocation  percentages,  and 
about  the  present  formula  for  distributing  nonmetro  funds  among 
the  various  States,  we  certainly  support  the  basic  idea  of  a  congres- 
sionally-mandated  allocation  system  with  specific  congressionally 
endorsed  targeting  principles.  We  do  not  think  it  is  wise  to  frag- 
ment the  process  of  setting  the  funding  priority  of  community 
development  as  a  single  national  purpose. 

The  problem  is  not  that  there  is  a  single  set  of  national  objectives 
and  criteria  associated  with  that  single  community  development  pri- 
ority. The  national  goals  for  community  development  are  not  dif- 
ferent for  smaller  communities  than  for  larger  ones — any  more  than 
they  are  different  for  one  section  of  the  country  as  against  another. 
Federal  assistance  for  community  development  in  both  the  metro 
and  the  nonmetro  context  should  be  for  the  same  national  purposes 
and  should  be  governed  by  the  same  general  principles.  This  is  not 
to  say  that  the  programmatic  response  in  one  type  of  community 
may  not  be  different  from  that  in  another.  It  is  only  to  say  that  in 
both  cases  the  principle  being  responded  to,  the  general  objective 
being  sought,  should  be  the  same.  It  is  those  principles  and  objec- 
tives that  the  basic  legislation  should  spell  out. 

Where  the  problem  comes  is  in  the  administrative  determination 
as  to  whether  or  not  a  given  programmatic  response  is  actually  in 
accord  with  the  national  objectives  and  principles.  The  need  is  to 
assure  that  at  this  stage  of  the  process  there  is  recognition  that 
what  constitutes  a  valid  response  in  one  situation  or  context  does 
not  necessarily  constitute  a  valid  response  in  another.  The  problem, 
in  other  words,  is  at  the  administrative  level.  It  is  here  that  HUD's 
orientation  to  the  big  cities  and  the  metropolitan  areas,  its  famili- 
arity— which  is  to  say  the  familiarity  of  its  staff — with  that  context 
rather  than  the  nonmetro  context,  results  in  an  unbalanced  imple- 
mentation of  the  congressional  mandates  for  CDBG.  It  is  here  that 
HUD's  field  staff  structure,  so  suitable  for  the  administration  of 
grants  going  to  larger  cities  and  metropolitan  areas,  fails  to  be 
appropriate  to  the  task  of  assisting  and  monitoring  the  smaller 
towns  and  scattered  communities  of  nonmetro  America. 

The  need  is  not  for  two  different  CDBG  programs  but  for  a  flex- 
ible administration  of  a  single  CDBG  program.  The  need,  in  short,  is 
for  two  different  staff  capabilities  rather  than  two  different  pro- 
grams. The  simplest  and  most  direct  way,  in  our  view,  to  achieve 
this  flexibility  of  staff  capability  in  connection  with  the  CDBG 
program  is  to  amend  title  I  of  the  1974  Housing  and  Community 
Development  Act  to  provide  that  funds  allocated  under  the  pro- 
visions of  section  106(a)  and  (g)  are  administered  by  the  Secretary 
of  Housing  and  Urban  Development  and  those  allocated  under  the 
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provisions  of  section  106(f)  and  (h)  are  administered  by  the  Sec- 
retary of  Agriculture.  There  could  and  should  be  additional  con- 
forming amendments  dividing  the  present  Secretary's  discretionary 
fund  into  two  discretionary  funds,  allocated  again  on  the  same 
basis  as  the  division  between  sections  106(a)  and  106(f).  Finally, 
the  urban  development  action  grant  program  already  has  a  small 
cities  set-aside,  thanks  to  the  foresight  and  concern  of  Congressman 
Grassley,  and  this  set-aside  might  be  modified  to  make  it  consistent 
with  the  preceding  division  for  administrative  purposes. 

This  straightforward  approach  would  provide  appropriate  and 
responsive  administration  of  CDBG  for  both  metropolitan  and  non- 
metropolitan  areas  and  it  would  do  so  without  subjecting  either  to 
the  uncertainties  of  a  split  budgetary  and  funding  process. 

In  addition  to  this  basic  concern  about  the  proposed  approach 
to  the  problem  of  improved  administration  of  CDBG  for  small 
communities,  we  have  some  other  specific  concerns  about  H.R.  9983 
in  its  present  form.  I  will  touch  on  these,  though  I  want  to  em- 

Shasize  that  our  principal  concern  is  the  basic  one  outlined  and 
iscussed  prior  to  this  point. 

1.    WEAKENED   FOCUS   ON    LOWER-INCOME   CONSTITUENCY 

We  are  concerned  by  the  absence  from  the  bill  of  language  paral- 
leling that  in  section  101(c)  of  the  1974  legislation  making  it  clear 
that  the  "primary  objective  *  *  *  is  the  development  of  viable  urban 
communities  *  *  *  principally  for  persons  of  low-  and  moderate- 
income.''  H.R.  9983  not  only  lacks  such  a  general  targeting  mandate, 
but  it  gives  some  conflicting  signals  in  later  sections.  While  section 
5(b)(2)  includes  benefits  to  low-  and  moderate-income  families  as 
one  of  the  three  possible  objectives  which  must  normally  be  given 
"maximum  feasible  priority,"  section  2(b)(6)  talks  about  insuring 
that  benefits  accrue  "to  citizens  of  every  age,  race,  sex,  and  economic 
circumstance" — language  which  might  be  viewed  as  a  dispersion 
mandate  rather  than  a  targeting  mandate.  Another  aspect  of  the 
present  language  which  we  see  as  weakening  the  lower  income  focus 
is  the  failure  of  section  7(a)  to  include  the  extent  and  severity  of 
poverty  as  at  least  one  of  the  factors  to  be  considered  in  allocating 
funds. 

We  feel  quite  strongly  that  the  focus  of  the  CDBG  program 
should  be  on  low-  and  moderate-income  people  and  their  needs.  It 
is  our  view  that  local  governments  should  not  need  to  look  to  Fed- 
eral assistance  to  help  them  meet  the  needs  of  upper  income  people. 
Thev  should  be  able  to  do  so  out  of  their  own  resources.  But  we 
would  argue  that  it  is  legitimate  for  local  srovernments  to  ask  the 
Nation  as  a  whole,  acting  through  the  Federal  Government,  to 
assist  in  meeting  the  needs  of  lower  income  people,  since  that  is  a 
national  responsibility. 

2.   WEAKENED  FOCUS  ON   HOUSING 

We  are  also  concerned  that  H.R.  9983  would  reduce  the  linkage 
between  housing  and  community  development  that  is  clearly  pres- 
ent in  the  1974  legislation.  The  bill  does  not  have  any  general  re- 
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quirement  that  communities  receiving  assistance  must  face  up  to 
tneir  housing  need  through  a  housing  assistance  plan.  The  only 
thing  we  find  along  these  lines  is  a  requirement  that  there  be  a 
housing  element  in  those  comprehensive  programs  that  hope  to 
receive  multiyear  funding  commitments.  We  do  not  believe  that 
housing  needs  exist  only  in  a  minority  of  nonmetro  communitiei 
and  we  do  not  believe  that  a  reasonable  requirement  that  a  com- 
munity prepare  a  housing  assistance  plan  and  make  a  good  faith 
effort  to  implement  it  is  too  much  to  ask  of  communities  receiving 
Federal  community  development  assistance. 

3.   POSSIBLY  INADEQUATE  AUTHORIZATION  LEVELS 

In  an  effort  to  judge  the  adequacy  of  the  funding  authorization 
levels  set  forth  in  section  4(a),  we  took  a  look  at  the  funding  dis- 
tribution patterns  that  showed  up  during  the  first  2  years  of  Cl)BG. 
Unfortunately,  an  exact  analysis  is  not  possible  because  we  did  not 
aggregate  data  using  a  20,000-population  breaking  point  It  is  also 
impossible  to  say  in  advance  how  the  phasing  out  of  "hold  harm- 
less" and  the  revision  of  the  discretionary  rating  system  will  affect 
the  pattern.  But  the  attached  table  presents  the  pattern  during  the 
first  2  years  as  best  we  can  ascertain  it.  As  will  be  seen,  it  shows 
that  municipalities  of  under  20,000  people  account  for  73  percent  of 
the  nonmetro  municipal  population 8  and  received  about  62  percent 
of  the  funding  going  to  nonmetro  municipalities  in  fiscal  year  1975 
and  fiscal  year  1976.  It  must  be  emphasized  that  this  latter  share  is 
confined  to  the  funding  going  to  municipal  governments — a  total 
oyer  the  2  years  of  about  $826  million.  In  addition,  another  $85 
billion  went  to  nonmetro  county  governments.  It  is  likely  that  most, 
if  not  all,  of  those  grants  were  on  behalf  of  small  communities  with- 
in the  counties.  Thus,  the  share  of  nonmetro  funding  going  to  com- 
munities of  less  than  20,000  was  probably  about  65  percent  in  the 
first  2  years. 

The  regular  nonmetro  allocation  of  CDBG  funding  is  slated  to 
total  $657  million  in  fiscal  year  1979,  rising  to  about  $717  million 
in  fiscal  year  1981.  If  you  assume  that  something  like  10  percent 
each  of  the  urgent  needs  fund  and  the  Secretary's  discretionary  fund 
go  to  nonmetro  areas  their  share  of  these  funds  was  more  than  twice 
that  in  the  first  2  years — then  it  is  reasonable  to  project  total  non- 
metro CDBG  funding  at  about  $675  million  in  1979,  $700  million 
in  1980,  and  $725  million  in  1981.  Assuming  that  the  distribution 
pattern  in  those  years  is  similar  to  that  in  the  past  and  nonmetro 
communities  of  less  than  20,000  population  account  for  65  percent 
of  that  total,  then  it  appears  that  the  authorized  levels  in  H.R 
9983  are  lower— by  $20  to  $40  million  a  year-^than  the  levels  that 
might  be  expected  under  present  law. 

4.    INADEQUATE    GUIDANCE    ON    ALLOCATIONS 

We  are  concerned  that  the  guidance  given  the  Secretary  of  Agri- 
culture in  section  7  relative  to  the  allocation  of  funds  is  inadequate. 

•  This  ignore*  the  37  percent  of  nonmetro  population  that  resides  outside  the  Jurisdic- 
tions of  municipal  governments. 
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It  is  our  view  that  Congress  should  establish  clear  principles  gov- 
erning the  allocation  of  block  grant  funds  to  assure  that  they  are 
targeted  on  the  areas  of  most  need.  Section  7  really  delegates  that 
job  to  the  Secretary  with  only  rather  general  clues  as  to  what  he 
should  consider — and  those  not  necesanly  the  most  appropriate  in 
our  opinion.  As  noted  earlier,  we  feel  that  poverty  should  be  a 
major  factor  in  the  allocation  system  and  it  is  not  even  included 
in  section  7.  While  unemployment  is  certainly  a  logical  factor,  it  is 
unfortunately  true  that  the  data  on  unemployment  for  nonmetro 
areas,  and  particularly  those  outside  the  towns  of  20,000  or  more,  is 
not  very  reliable.  Directing  the  Secretary,  as  section  7  does,  to  con- 
sider "the  extent  and  nature  of  the  community  development  needs 
in  such  areas"  is  really  begging  the  question.  That  is  what  the  allo- 
cation system  should  attempt  to  measure. 

As  is  indicated  in  our  report,  "Limited  Access,"  Rural  America 
has  real  reservations  about  the  allocation  formula  currently  used  by 
title  I  to  distribute  nonmetro  funds.  We  would  argue  for  one  that 
gave  more  weight  to  the  extent  of  poverty,  to  the  quality  rather 
than  the  age  of  housing,  and  to  the  presence  of  minority  population. 
We  would  also  argue  for  an  allocation  system  that  takes  into  ac- 
count the  relative  severity  of  poverty,  bad  housing,  et  cetera,  as 
well  as  its  extent.  In  other  words,  a  system  that  recognizes  that  the 
community  development  needs  of  a  community  of  5,000  with  20  per- 
cent of  that  population  in  poverty  is  greater  than  the  need  of  a 
community  of  10,000  with  only  10  percent  in  poverty — even  though 
each  community  includes  1,000  persons  below  the  poverty  line.  Since 
Congress  has  directed  the  Secretary  of  HUD  to  study  the  need  for 
a  special  allocation  formula  for  nonmetro  funding,  we  hope  that  this 
is  an  area  in  which  there  is  going  to  be  some  change. 

5.   OTHER  POSSIBLE  DRAFTING  DETECTS 

We  note  a  couple  of  other  areas  in  which  the  language  of  H.R. 
9983  may  be  in  need  of  improvement.  Putting  county  governments 
on  the  same  basis  as  municipal  governments,  as  is  done  in  section 
3(a)(1),  seems  questionable.  County  governments  of  all  sizes  fre- 
quently apply  for  CDBG  funding  on  behalf  of  specific  small  com- 
munities within  their  jurisdiction.  Thus,  a  county  with  a  population 
of  50,000  may  still  be  acting  on  behalf  of  a  town  of  1,000.  Under 
the  language  of  H.R.  9983,  such  an  application  would  not  be  eligi- 
ble for  this  program.  It  would  seem  to  us  to  make  more  sense  to 
define  the  eligible  constituency  as  cities,  towns,  townships,  munici- 

Ealities,  villages,  and  other  such  units  of  local  government  which 
ave  a  population  of  no  more  than  20,000  people  and  State,  county 
or  parish  governments  acting  on  behalf  of  such  governments. 

Also,  we  note  that  section  14(a)  makes  only  one  conforming 
amendment  to  the  1974  legislation.  It  fails  to  deal  with  the  appro- 
priate metro/nonmetro  division  of  funds  assuming  that  part  of  the 
nonmetro  constituency  has  been  severed  from  the  HUD  program. 
We  assume  that  this  is  an  oversight.  But  we  also  wonder  about  the 
failure  to  either  modify  the  language  authorizing  the  Secretary's 
discretionary  fund  and  the  urgent  needs  fund  or  to  provide  compa- 
rable authorities  for  the  proposed  new  program.  And  finally,  H.R. 
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9983  ignores  the  urban  development  action  grant  program.  Is  it 
contemplated  that  nonmetro  towns  of  less  than  20,000  wouldbe  ex- 
cluded from  this  program  in  the  future?  Or  would  they  continue  to 
seek  UDAG  funds  from  HUD  (and  if  so,  is  that  consistent  with 
the  spirit  of  H.K.  9983)  ? 

In  conclusion,  I  feel  very  apologetic  about  the  negative  tone  of 
these  comments  on  H.K.  9983.  I  want  to  g;o  back  and  stress  the  point 
that  we  are  very  enthusiastic  about  the  intent  of  the  bill.  We  just 
feel  equally  strongly  that  there  is  a  better  and  more  direct  way  to 
go  about  it.  It  is  our  very  real  fear  that  attempting  the  approach 
of  H.K.  9983  will  result  eventually  in  the  smaller  communities  of 
nonmetropolitan  America  having  even  less  equity  than  under  the 
present  CDBG  legislation. 

I  was  a  little  dismayed  this  morning  talking  to  someone  in  the 
audience  because  we  have  protested  for  some  time  in  HEW  we  had 
a  very  promising  two  or  three-man  staff — it  fluctuated  out  of  the 
80,000  employees  at  HEW — but  there  were  two  of  them  that  were 
supposed  to  be  the  rural  development  section.  Under  the  new  ad- 
ministration they  were  merged  into  something  called  "State  and 
Community  Liaison."  We  protested  that  and  felt  bad.  Now  I  found 
out  this  morning  that  that  whole  section  has  been  abolished.  So 
there  isn't  anyone  over  at  HEW  that  is  supposed  to  be  looking  after 
the  small  town  and  rural  people. 

That  is  the  reason  we  so  oadly  need  to  protect  the  rural  people 
or  what  Abe  Lincoln  should  be  the  "People's  Department."  It 
should  shift  its  focus — if  not  away  from  agribusiness  and  commer- 
cial— to  at  least  get  rural  people  back  on  the  agenda.  I  think  even 
in  the  rural  areas  the  farmers  are  now  13  percent.  They  are  a  very 
important  part  of  it ;  they  are  a  lot  of  the  tax  base  and  a  lot  of  the 
income;  they  provide  a  lot  of  the  employment.  We  cannot  expect 
them — in  the  kind  of  world  we  now  operate  in — carry  the  whole 
burden  of  creating  a  society  out  there  where  people  don't  have  to 
move  to  town  to  get  running  water. 

Thank  you,  Mr.  Chairman. 

[The  attachment  to  Mr.  Cochran's  statement  follows:] 
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Mr.  Nolan.  Thank  you  very  much  for  your  testimony.  The  Rural 
America  Research  Report  2  submitted  to  us  will  be  held  in  the 
committee  files. 

We  have  a  cumbersome  process  here  that  makes  it  very  difficult 
to  perform  our  work  in  an  orderly  and  rational  way.  It  is  compli- 
cated now  by  a  recorded  vote  on  House  resolution  1074. 

Are  there  any  members  of  the  subcommittee  who  have  a  quick 
question  they  would  like  to  ask  before  I  recess  the  subcommittee  for 
10  minutes? 

If  not,  we  thank  you  very  much. 

We  will  have  to  recess  for  about  7  or  8  minutes. 

[Recess  taken.] 

Mr.  Nolan.  The  subcommittee  will  come  to  order. 

I  would  like  to  call  on  Congressman  Berkley  Bedell  from  Iowa 
to  introduce  our  next  witness. 

Mr.  Bedell.  Mr.  Chairman,  our  next  witness  is  Dick  Fleming 
from  Fort  Dodge,  Iowa.  I  have  had  the  privilege  of  knowing  Dick 
and  working  with  him  for  a  long  time.  The  chairman  is  well  aware 
of  Fort  Dodge,  having  been  out  to  our  city  of  Fort  Dodge,  in  my 
district,  about  2  weeks  ago  for  hearings  on  hopper  cars. 

It  is  a  great  privilege  for  me  to  introduce  to  the  subcommittee 
Mr.  Fleming,  one  of  my  constituents. 

Mr.  Nolan.  Thank  you  very  much,  Congressman  Bedell. 

Welcome,  Mr.  Fleming.  I  am  sorry  for  the  many  inconveniences 
we  have  caused  you  and  the  other  "witnesses  here  today.  We  are 
delighted  that  you  would  be  so  patient  and  stick  with  us  so  that 
we  could  have  the  benefit  of  your  testimony. 

[The  prepared  statement  submitted  by  Mr.  Fleming  follows :] 
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RICHARD  FLEMING 

CHAIRMAN,  MIDAS  COUNCIL  OF  GOVERNMENTS 

CHAIRMAN,  WEBSTER  COUNTY"  BOARD  OF  SUPERVISORS 

FT.  DODGE,  IOWA 


It  is  a  privilege  to  testify  before  the  distinguished  members  of  this  Subcommittee. 
I  am  Richard  Fleming,  Chairman  of  the  MIDAS  Council  of  Governments  and  Chairman 
of  the  Webster  County  Board  of  Supervisors,  Ft.  Dodge,  Iowa.    I  am  here  on  behalf 
of  the  National  Association  of  Regional  Councils. 

Let  me  begin  with  some  introductory  comments  about  our  organization  to  make 
clear  our  point  of  view: 

The  National  Association  of  Regional  Councils  (NARC)  was  initiated  In  1967 
to  assist  local  government  elected  officials  in  organizing  a  rapidly  growing  number 
of  regional  councils. 

Regional  councils  for  the  most  part  are  areawide  organizations  of  general 
purpose  local  governments  which  encompass  a  total  regional  community.    They  exist 
in  both  metropolitan  and  rural  areas.    Prime  purposes  of  regional  councils  are  to 
increase  cooperative  decision  making,  and  coordination  among  local  and  State 
governments;  to  review  and  comment  on  certain  federal  grant  applications;  and  to 
develop  policies  and  programs  to  meet  mutual  problems  and  guide  orderly  development. 

Over  600  such  regional  councils  have  been  established  to  deal  with  areawide 
problems.    Council  governing  bodies  are  composed  primarily  of  local  government 
elected  officials.    In  the  last  few  years,  the  continued  growth  of  regional  councils 
has  been  encouraged  by  the  actions  of  the  States.    Forty-four  (44)  States  have 
initiated  the  process  of  establishing  sub  state  districts.    Of  these,  nearly  all  have 
completed  or  will  shortly  complete  the  sub  state  districting  process. 
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I  would  like  to  comment  on  both  pieces  of  legislation  before  the  Subcommittee: 
H.R.  10885,  the  Rural  Development  Policy  Act,  and  H.R.  9983,  the  Rural  Community 
Development  Act. 

We  strongly  support  H.R.  10885  which  would  establish  a  much  needed  Federal 
Rural  Development  Council  to  coordinate  a  nationwide  rural  development  strategy. 

NARC,  as  an  association  representing  both  rural  and  urban  units  of  local 
government  through  their  regional  councils,  has  long  waited  for  the  Department  of 
Agriculture  to  unveil  its  rural  development  policy.    We  have  felt  that  while  the 
Department  of  Agriculture  has  voiced  its  strong  concern  for  rural  development,  it 
still  remains  a  "food  and  fiber"  agency. 

Under  the  Rural  Development  Act  of  1972,  Section  603  provides  the  Secretary 
of  Agriculture  with  rural  development  coordination  responsibilities.    To  date,  we 
have  seen  little  in  the  way  of  TJSDA  coordinating  the  programs  and  resources  of  other 
agencies  to  develop  a  comprehensive  strategy  for  rural  development. 

In  some  cases,  such  as  this  one.  It  seems  necessary  for  Congress  to  write 
legislation  mandating  the  establishment  of  a  rural  development  strategy  for  a  multi- 
year  period.    We  are  particularly  pleased  to  note  that  this  council  would  have  to 
provide  Congress  with  annual  reports  detailing  the  progress  and  conclusions  of  the 
strategy. 

Innovative  ideas  are  needed  to  overcome  our  numerous  problems  in  rural 
areas.    We,  as  local  elected  officials  in  rural  regions  across  the  country,  have  not 
yet  heard  from  Washington  about  any  positive  new  approaches  to  solving  these  problems. 
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We  would  hope  that  whatever  recommendations  the  Council  might  make  to 
Congress  would  not  be  part  of  a  "wishlist"  or,  without  implementation,  become  a 
meaningless  exercise.    Rather,  we  would  suggest  that  the  Council  recommend 
specific  rural  policies  to  Congress,  specify  what  programmic  changes  are  necessary 
in  the  federal  departments  to  meet  these  rural  needs,  recommend  legislative  action 
if  necessary,  and  establish  an  implementation  timetable  for  these  actions. 

Any  rural  development  strategy  should  better  utilize  existing  substate  districts 
and  local  governments  to  plan  and  implement  these  programs. 

We  are  hopeful  that  the  Council, as  established  In  H.R.  10885,  would  closely 
scrutinize  existing  federal  programs  among  the  agencies,  maximize  their  effectiveness, 
eliminate  "do-nothing"  programs,  and  eliminate  duplication  and  inconsistencies. 

The  lack  of  coordination  among  the  various  federal  programs  and  the  increasing 
red  tape  involved  In  applying  for  these  federal  grants  and  loans,  make  it  increasingly 
difficult  for  those  of  us  in  rural  areas  to  obtain  the  manpower  and  resources  necessary 
to  meet  these  federal  requirements.    And  it  is  those  of  us  from  the  smaller,  rural 
communities  who  are  supposed  to  benefit  most  from  these  programs.    As  you  well 
know,  most  federal  regulations  are  written  with  metropolitan  areas  in  mind  and  do 
not  lake  into  account  the  very  different  needs  of  rural  areas. 

As  a  local  elected  official  from  a  small  county  in  Iowa,  I  am  particularly 
impressed  by  the  legislation's  "grassroots"  approach  through  the  creation  of  a  Federal 
Rural  Development  Advisory  Committee.    We  are  hopeful  that  the  committee,  represent- 
ing regional  and  local  units  of  governments,  the  States,  farmers,  rural  citizens  and 
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others,  has  a  fundamental  role  in  tandem  with  the  Council  on  formulating  a  rural 
development  strategy.    But  NARC  does  have  one  reservation  about  the  legislation. 
We  are  concerned  about  the  consolidation  of  the  Rural  Development  Service  and  the 
Farmers  Home  Administration.    How  can  we  be  assured  that  such  a  move  would  not 
further  erode  the  status  of  rural  development  needs  within  the  Department  of  Agriculture? 

NARC  strongly  supports  raising  the  authorization  level  for  Section  111  of  the 
Rural  Development  Act  from  $10  million  to  $50  million  in  order  to  assist  rural  communi- 
ties in  conducting  the  planning  and  preliminary  work  necessary  for  a  successful 
application  for  Federal  community  assistance  programs.    Section  111,  which  was 
appropriated  $5  million  in  FY78  — the  first  time  the  program  had  been  funded  since 
its  inception — would  allow  units  of  local  government,  through  their  regional  councils, 
to  plan  and  coordinate  projects  and  programs  to  meet  the  specific  needs  in  their  rural 
areas.    We  envision  that  this  program  would  link  together,  in  a  comprehensive  manner, 
hardware  funds  within  the  Farmers  Home  Administration  for  priority  projects  and 
programs. 

Unfortunately,  the  Administration  saw  fit  to  cut  funding  for  this  program  out 
of  its  FY79  budget.     We're  informed  that  it  was  on  the  Department  of  Agriculture's 
"low  priority  list. "    The  irony  of  this  situation  is  that  USDA  would  eliminate  the 
program  in  FY79,  and  the  final  regulations  for  its  FY78  implementation  have  not  even 
been  published  yet.    How  can  the  Administration  be  committed  to  a  rural  development 
policy  when  they  eliminate  a  rural  development  planning  grant  program  which  has  not 
yet  had  a  chance  to  prove  its  effectiveness? 
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Section  111  Is  the  ideal  vehicle  for  assisting  communities  in  developing 
plans,  establishing  priorities,  and  making  application  for  federal  community 
assistance  programs. 

In  summary,  NARC  strongly  supports  H.R.  10885  since  it  is  a  legislative 
measure  which  is  long  overdue. 

I  would  briefly  like  to  comment  on  the  other  bill  before  your  Subcommittee, 
H.R.  9983,  the  Rural  Community  Development  Act  of  1977.    Since  NARC  has  no  formal 
policy  on  this  legislation,  let  me  make  a  few  general  observations  about  the  bill. 

First  of  all,  NARC  agrees  with  the  underlying  need  for  the  passage  of  this 
type  of  legislation  —  that  is,  HUD  has  been  negligent  in  addressing  the  needs  of 
our  smaller  communities.    HUD  funding  for  smaller  communities  is  very  inadequate. 
HUD  fails  to  use  a  different  set  of  criteria  for  nonmetropolitan  areas  and  metropolitan 
areas,  and  has  done  little  to  supply  funding  for  rural  areas.   We  strongly  advocate  that 
the  federal  government  abandon  the  use  of  the  SMSA  as  the  criteria  for  federal  funds 
in  sparsely  populated  rural  areas. 

However,  at  this  time,  we  are  skeptical  about  putting  a  community  development 
program  for  rural  areas  In  the  hands  of  the  Department  of  Agriculture.    Our  concern 
stems  from  the  fact  that  we  are  still  waiting  for  the  Department  of  Agriculture  to 
publish  its  final  Section  111  regulations  to  spend  fiscal  '78  funds.    Within  the  next 
few  months,  it  will  be  almost  one  year  since  Congress  appropriated  Section  111  money. 
Potential  applicants  were  promised  that  these  regulations  would  be  published  last  year. 
We  are  still  waiting. 
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In  considering  this  legislation,  we  would  hope  that  Congress  will  specify 
that  regional  councils,  in  addition  to  units  of  general  purpose  local  governments  in 
rural  areas,  will  also  be  eligible  for  the  community  development  program  and  such 
additional  assistance  for  applying  for  these  grants. 

In  many  rural  areas,  small  units  of  local  government  depend  on  their  regional 
council  for  planning,  preparing  applications  and  establishing  the  region's  priorities. 
In  many  cases,  these  small  communities  do  not  have  the  manpower  or  resources  to 
prepare  applications  or  develop  plans  for  a  community  development  project  or  programs. 

Thus ,  we  would  recommend  that  regional  councils  be  eligible  for  the  community 
development  program  under  a  separate  eligibility  category  for  planning  and  technical 
assistance.    We  do  not  purport  that  all  communities  should  use  their  regional  council 
for  this  purpose.    However,  those  communities  which  rely  on  their  regional  council 
to  not  only  apply  for  a  grant  but  to  administer  it  as  well,  should  have  this  option. 

For  the  National  Association  of  Regional  Councils  and  myself,  I  wish  to 
express  our  appreciation  for  this  opportunity  to  testify.    We  have  offered  the  views 
of  NARC  and  those  of  us  who  are  local  elected  officials  working  through  regional 
councils  on  these  Important  legislative  issues. 
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Mr.  Nolan.  Thank  you  very  muck,  Mr.  Fleming. 

Are  there  any  questions  of  Mr.  Fleming  from  members  of  the 
subcommittee?  Mr.  Bedell. 

Mr.  Bedell.  Can  you  tell  us  what  percentage  of  the  communities 
are  involved  in  regional  councils;  i$  this  a  rapidly  growing  move- 
ment that  is  coming  to  where  it  comprises  a  large  part  of  our  total 
American  system  now? 

Mr.  Fleming.  The  regional  councils  were  first  set  up  back  in  1960 — 
offhand  I  do  not  remember  the  exact  year.  I  remember  that  in  the 
State  of  Iowa  that  it  was  during  the  administration  of  Governor 
Hughes.  When  the  17  regions  in  the  State  were  set  up  people 
got  excited  and  thought  they  were  setting  up  super  counties.  I 
think  Mr.  Grassley  probably  remembers  this,  too. 

Mr.  Grassley.  I  do. 

Mr.  Fleming.  It  turned  out  a  little  different  than  they  thought 
But  the  information  I  have  is  that  44  States  have  already  or  are  in 
the  process  of  setting  up  substate  regions. 

Mr.  Bedell.  Would  it  be  like  20  percent  of  the  communities  that 
would  be  participants  in  community  councils;  do  you  have  any  idea? 

Mr.  Fleming.  I  would  say  probably  over  half,  Mr.  Bedell,  but 
I  don't  have  exact  figures  on  that. 

Mr.  Bedell.  Am  I  correct  that  it  is  a  growing  trend? 

Mr.  Fleming.  Yes. 

Mr.  Bedell.  I  think  we  tend  to  ignore  this  in  our  legislative 
process. 

Ms.  Diamond.  I  am  Chris  Diamond  with  the  National  Association 
of  Regional  Council. 

Eighty-one  percent  of  the  communities  in  the  United  States  are 
now  covered  by  substate  districts. 

Mr.  Bedell.  You  mean  that  81  percent  of  the  communities  are  now 
participants? 

Ms.  Diamond.  Yes,  in  regional  councils. 

Mr.  Fleming.  Mr.  Bedell,  I  might  tell  you  that  the  area  planning 
regional  councils  are  composed  either  by  elected  officials  or  by  their 
designees;  in  other  words,  in  the  Midas  region  six  counties  in  the 
north  central  part  of  Iowa.  All  of  the  towns  of  any  size  in  the  six- 
county  area  have  a  representative  on  the  Council  of  Governments. 
Each  board  of  supervisors  designates  one  person  on  there.  Others 
represent  different  organizations  like  the  Extension  Service  and  so 
forth. 

The  executive  committee  is  a  little  different.  It  is  not  quite  so 
large. 

In  the  Midas  area,  which  is  area  number  five  in  Iowa,  we  have 
over  100  members  of  the  Council  and  each  one  of  those  is  put  on  there 
by  representing  a  municipality  or  is  a  designee  of  a  municipality. 

Mr.  Nolan.  Mr.  Grassley. 

Mr.  Grassley.  Thank  you,  Mr.  Fleming,  for  coming.  I  appreciate 
your  regional  area  as  well  because  it  serves  two  or  three  counties  in 
my  district.  We  work  very  closely  with  your  people  and  feel  like 
they  are  doing  a  good  job.  So  naturally  when  you  come  in  to  testify 
on  things  like  this,  we  feel  that  you  have  the  expertise  to  do  it  and 
the  willingness  to  help  local  communities. 
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I  will  seriously  consider  your  recommendations  that  your  regional 
council  be  eligible  for  consideration  for  the  funds  in  the  Community 
Development  Act  that  I  have  cosponsored. 

I  have,  also,  a  comment  to  n»ake  on  one  point  in  your  testimony 
and  it  is  not  in  disagreement  with  you.  In  fact,  it  is  in  complete 
agreement  with  you  where  you  say  that  your  organization  has  a 
reservation  about  the  legislation  where  it  combines  the  Rural  De- 
velopment Service  with  the  Farmers  Home  Administration — partic- 
ularly from  the  standpoint  that  it  would  erode  further  the  status 
of  rural  development  within  the  Department  of  Agriculture. 

I  am  sure  that  this  is  a  concern  not  only  of  mine  but  our  chairman 
as  well  although  I  have  not  specifically  spoken  with  him  on  this 
point.  But  I  remember  once  before  I  brought  this  up  on  the  floor 
of  the  House.  The  Eural  Development  Service  was  very  small  and 
it  did  not  seem  to  have  much  clout  but  at  least  there  was  a  focal 
point  within  the  Department  and  within  the  Federal  Government 
generally  for  rural  development. 

When  the  USDA  announced  that  it  was  going  to  fold  the  Rural 
Development  in  with  Farmers  Home,  at  that  point  I  objected  when 
the  Agricultural  Appropriations  bill  was  up  on  the  floor  of  the 
House  to  the  extent  that  it  ought  to  be  strengthened  rather  than 
merged  out  of  existence.  Now  it  looks  as  though  they  are  going  to 
merge  it  no  matter  what  we  do. 

If  the  Agriculture  Department  is  determined  to  do  that,  then  it 
seems  to  me  that  the  best  use  of  the  services  of  the  Rural  Develop- 
ment Service  people  would  be  as  staff  for  the  Federal  Rural  De- 
velopment Council  rather  than  as  program  officers  within  the  Farm- 
ers Home  Administration.  That  way  Rural  Development  would  be 
gaining  because  those  people  that  now  work  with  RDS — I  think 
the  number  is  30  to  40 — who  used  to  be  functioning  in  somewhat  of 
a  lower  bureaucratic  level  would  be  working  at  the  secretarial  level 
under  the  direction  of  the  Secretary  of  Agriculture  as  chairman  of 
the  Council.  At  that  point  they  would  definitely  have  more  clout 
for  their  coordination  efforts  than  they  now  do. 

So,  I  thank  you  for  bringing  that  to  our  attention.  That  is  some- 
thing that  we  have  considered  before.  Maybe  through  this  legislation 
we  can  bring  more  to  that. 

One  other  thing  is  this.  Again,  in  supporting  your  comment  where 
you  talk  about  "HUD  funding  for  smaller  communities  being  very 
inadequate  but  particularly  where  HUD  fails  to  use  a  different  set 
of  criteria  for  nonmetropolitan  areas  and  metropolitan  areas  and 
has  done  little  to  supply  the  funding  for  the  rural  areas."  In  agree- 
ment with  that,  I  want  to  say  that  not  only  has  that  been  the  direc- 
tion of  the  Department  but  they  have  really  gone  overboard  to,  in 
a  sense,  discriminate  against  small  communities  from  this  stand- 
point: In  at  least  two  instances  within  the  last  3  or  4  months-^and 
I  am  not  saying  that  it  is  just  this  administration,  I  think  this  is 
inherent  in  the  Housing  and  Urban  Development  under  any  adminis- 
tration— but  they  very  definitely  have  an  urban  bias  from  the  stand- 
point that  the  action  grant  programs  have  set  up  a  separate  set  of 
criteria  for  communities  under  10,000.  They  make  it  tougher  to  qual- 
ify for  urban  development  action  grant  programs  than  for  communi- 
ties between  10,000  and  50,000  and  they  didn't  even  want  a  separate 
category  for  smaller  communities  when  legislation  was  first  passed. 
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Congressman  Watkins  and  I  were  able  to  get  an  amendment 
adopted  having  a  separate  category  of  50,000  and  below.  But  they 
still  want  to  make  it  tougher  for  the  smaller  communities  within 
that.  ^^^ 

Then  there  was  the  comprehensive  program  where  HUD  was 
going  to  have  no  community  under  2,500  even  apply  for  those.  No 
community  could  even  apply.  Consequently,  there  is  just  nothing 
there  for  the  small  community.  On  top  of  that  is  the  fact  that  under 
existing  statistics  we  are  only  getting  about  20  percent  of  the  total 
funds  when  the  need — according  to  General  Accounting  Office — is 
about  35  percent. 

So,  hence  a  little  more  reason  given  directly  to  you  here,  not  in 
disagreement,  of  why  Congressman  Nolan  and  I  have  put  this  bill 
in.  Consequently,  we  hope  that,  in  light  of  these  points  of  view  that 
maybe  your  organization — especially  if  we  would  consider  your  ob- 
jection that  you  are  not  included  in  it — would  maybe  be  a  little  more 
supportive  of  it.  I  think  that  it  is  the  answer  to  rural  development, 
having  the  program  administered  by  people  who  have  admittedly  a 
rural  bias  and  are  concerned  about  rural  areas  as  opposed  to  a  de- 
partment that  simply  will  write  off.  mark  off,  cut  out  communities 
of  under  a  certain  level. 

Right  now  we  are  having  hearings  in  the  Housing  Subcommittee — 
of  which  I  am  a  member,  too — and  the  small  communities  that  work 
also  in  conjunction  with  the  National  League  of  Cities,  they  are  in 
opposition  to  HUD  completely  by  population  basis  cutting  out  cer- 
tain communities  from  applying  for  these  funds. 

I  think  if  we  can  get  your  organization  as  well  as  the  small  com- 
munities, as  well  as  the  organizations  that  are  oriented  toward  rural 
areas  generally,  all  going  the  same  direction,  then  we  can  accomplish 
this  goal. 

Mr.  Nolan.  I  heartily  concur. 

Mr.  Fleming.  Mr.  Chairman,  I  would  like  to  make  one  short  ref- 
erence to  what  Mr.  Grassley  said. 

Mr.  White,  who  is  a  supervisor  in  Wright  County  which  is  in 
Mr.  Grassley's  congressional  district,  did  attempt  to  get  funding 
for  12  units  of  low-cost  housing  in  the  town  of  Goldfield,  Iowa.  HUD 
turned  it  down  because  they  wouldn't  have  anything  to  do  with  less 
than  100  units  and  that  is  impractical  in  a  small  town. 

Thank  you,  Mr.  Chairman. 

Mr.  Nolan.  Thank  you. 

The  Chair  would  like  to  take  this  opportunity  to  thank  Chris 
Diamond  for  the  wise  counsel  and  the  valuable  assistance  she  has 
given  this  subcommittee  in  our  efforts. 

Thank  you  both  very  much. 

Our  next  witness  is  Mr.  Michael  J.  Lonergan,  member  of  the 
board  of  directors,  National  Association  of  Smaller  Communities. 

STATEMENT  OF  MICHAEL  J.  LONERGAN,  MEMBER,  BOARD  OF  DI- 
RECTORS, NATIONAL  ASSOCIATION  OF  SMALLER  COMMUNITIES, 
ACCOMPANIED  BY  BOB  ELLIOTT,  COUNSEL 

Mr.  Lonergan.  Thank  you,  Mr.  Chairman.  With  me  is  Bob  Elliott, 
counsel  to  NASCO  and  the  former  general  counsel  of  HUD,  who  is 
a  member  of  the  law  firm  of  Dechert  Price  &  Khoads  in  Washington. 
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We  deeply  appreciate  the  opportunity  to  present  NASCO's  views 
regarding  tne  Kural  Community  Development  Act  of  1977. 

NASCO  is  an  organization  that  is  concerned  with  more  equitable 
Federal  treatment  of  all  communities  under  50,000  population.  These 
communities  have  had  genuine  difficulties  in  obtaining  aid  through 
Federal  programs,  such  as  HUD's  community  development  block 
grant  program.  Many  application  requirements  are  complicated,  and 
are  expensive  to  comply  with.  These  requirements  are  sometimes 
"borrowed"  from  the  standards  intended  for  larger  cities,  even 
though  they  may  be  inappropriate  when  applied  to  small  communi- 
ties. 

In  the  HUD  community  development  program,  there  are  two 
categories  of  funding:  Large  cities  receive  entitlement — that  is, 
guaranteed — funding,  while  smaller  communities  must  compete 
among  themselves  for  small  cities  discretionary  grants. 

This  funding  system  has  several  disadvantages: 

First:  Continuing  uncertainty  over  availability  of  funds  limits 
the  continuity  of  smaller  communities'  community  development 
programs. 

Second:  It  is  difficult  to  retain  the  trained  staff  needed  to  deal 
with  the  excessively  complicated  application  requirements. 

Third:  The  real  needs  of  the  smaller  communities  who  do  not 
compete  successfully  often  go  unmet. 

Dissatisfaction  with  the  uncertainties  and  difficulties  oi  competing 
in  the  community  development  block  grant  program  is  prevalent 
among  many  smaller  communities,  and  we  believe  that  H.R.  9983 
mirrors  this  discontent.  The  creation  of  a  new  block  grant  program, 
within  an  agency  that  is  traditionally  sympathetic  to  the  problems 
of  rural  areas  and  smaller  communities,  has  obvious  appeal  for  those 
communities  who  may  feel  that  their  needs  have  been  overlooked. 

There  are,  however,  several  points  which  we  believe  should  be 
considered  during  the  committee's  deliberations  on  this  bill: 

First:  The  bill  is  limited  to  nonmetropolitan  areas  only.  Although 
this  might  simplify  administration  of  the  program,  it  would  not 
address  the  needs  of  about  one-half  of  all  smaller  communities  which 
are  located  in  metropolitan  areas.  By  1980,  these  communities,  which 
contain  50  percent  of  the  population  of  metropolitan  areas,  wiU 
be  receiving  only  10  percent  of  the  community  development  funds 
allocated  to  metropolitan  areas. 

Second:  The  bill  affects  only  communities  with  populations  of 
20,000  or  less.  The  use  of  a  population  limit  in  this  amount  should 
be  weighed  carefully,  in  that  it  divides  responsibility  for  the  ad- 
ministration of  community  development  aid  for  smaller  communi- 
ties. This  could  result  in  confusion  and  administrative  duplication. 
^  We  are  also  concerned  whether  communities  under  20,000  are  suffi- 
ciently organized  politically  to  sustain  meaningful  levels  of  annual 
funding  authorizations  for  such  programs. 

Third :  The  Department  of  Agriculture  has  had  limited  experience 
with  community  development  programs.  Efficient  operation  of  a 
new  rural  community  development  program  would  require  meticu- 
lous internal  administrative  preparation  on  the  part  of  the  Depart- 
ment of  Agriculture. 
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Fourth:  The  transfer  of  a  program  from  one  agency  to  another 
is  a  complicated,  time-consuming  process.  The  transition  would  have 
to  be  carefully  planned,  in  order  to  avoid  disrupting  community 
development  programs  in  many  smaller  communities. 

Fifth :  The  problem  of  coordination  of  community  development 
and  housing  programs  should  be  considered.  Although  we  realize 
that  this  is  a  bill  addressed  solely  to  community  development;  we 
believe  that  some  coordination  between  the  Farmers  Home  Adminis- 
tration and  the  new  rural  development  program  would  be  a  logical 
policy  decision.  We  also  urge  that  more  explicit  language  concerning 
economic  development — such  as  paragraphs  14  and  15  of  subsection 
105(a)  of  the  Housing  and  Community  Development  Act  of  1977 — 
be  inserted  into  the  bill  under  section  6(a).  These  would  give  in- 
creased flexibility  for  economic  development  activities  in  the  bloc 
grant  program. 

In  closing,  I  wish  to  compliment  the  subcommittee  for  focusing 
attention  on  the  problems  of  smaller  communities  and  inviting  us  to 
comment  on  the  proposed  Rural  Community  Development  Act. 

Mr.  Nolan.  Are  there  any  questions  ?  Mr.  Grassley. 

Mr.  Grassley.  I  would  like  to  thank  you  and  your  organization 
again  for  your  support  of  the  concept  of  fair  treatment  for  small 
communities.  That  is  bound  to  filter  over  into  rural  areas  as  well. 

Thank  you  very  much  and  hopefully  we  will  be  able  to  be  success- 
ful in  this  area.  ^^^ 

Mr.  Nolan.  Has  your  organization  filed  a  suit  against  HUD  charg- 
ing discrimination,  and  what  is  the  status  of  that  suit? 

Mr.  Elliot.  We  informed  the  Department  in  December  after  5 
months  of  attempting  to  have  them  remove  thresholds  to  the  dis- 
cretionary grant  programs,  that  we  were  going  to  contest  the 
threshhold  in  part.  HUD  then  asked  us  to  wait  until  early  January 
and  have  extensive  settlement  discussion — I  believe  it  was  January 
2 — with  Mr.  Embrey. 

I  believe  the  upshot  of  that  meeting  was  that  they  seemed  to  be 
very  intent  on  including  thresholds  in  the  discretionary  grant  pro- 
gram. These  thresholds  included  excluding  all  communities  under 
2,500  population  from  receiving  comprehensive  grants  and  exclud- 
ing all  communities  that  had  never  had  a  comprehensive  grant  be- 
fore from  HUD  from  receiving  a  comprehensive  grant  on  a  multi- 
year  basis. 

We  proceeded  to  file  suit.  It  was  filed  on  February  1.  We  had 
settlement  discussions  February  6  and  a  number  of  discussions  sub- 
sequent to  that  leading  to  regulation  which  were  published  March 
1  that  removed  all  of  the  thresholds.  We  are  very  happy  to  see  that 
and  as  counsel  to  the  Mississippi  Conference  of  Black  Mayors, 
NASCO  and  about  seven  individual  communities,  we  filed  a  petition 
in  the  U.S.  district  court  recommending  termination  of  the  suit. 
Because  it  is  a  class  action  we  cannot  simply  settle  or  terminate  a 
suit,  you  must  have  court  approval. 

Judge  Oliver  Gash,  in  the  U.S.  district  court,  did  approve  the 
termination  of  the  suit  based  upon  the  undertaking  by  HUD,  in- 
cluding a  letter  from  Mr.  Embrey  dated  March  7.  This  might  be 
good  to  include  in  the  record. 
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Mr.  Nolan.  I  commend  you  for  taking  that  suit  and  for  the  suc- 
cessful work  that  you  did  on  it. 

Mr.  Grassley.  In  further  explanation  of  a  couple  comments  you 
brought  up  I  would  like  to  say  this.  We  also  recognized  the  problem 
of  smaller  communities  located  in  metropolitan  areas.  Because  of 
not  knowing  exactly  how  to  deal  with  that,  our  bill  called  for  a 
study  of  the  problems  of  those  communities. 

It  is  difficult  for  me  to  find  any  fault  with  your  criticism  of  the 
fact  that  we  categorize  communities  of  20,000  or  under  and  then,  in 
a  sense,  it  might  look  to  your  organization  that  we  are  forgetting 
about  communities  20,000  to  50,000.  But  the  reason  for  that  is  right 
now  Farmers  Home  Administration  deals  with  communities  under 
20,000.  I  guess  it  is  because  of  historical  division  at  that  level  that 
we  chose  it. 

Mr.  Elliot.  I  think  they  have  a  10,000  population  limit  for  some 
communities  and  20,000  for  others.  One  way  to  address  this  problem 
would  be  to  on  the  other  side  of  the  margin  have  all  communities 
above  20,000  be  entitlement  communities.  After  all,  all  communities 
above  50,000  receive  perpetual  assured  funding;  why  not  drop  that 
limit  to  20,000  and  then  address  the  problem  of  communities  under 
20,000? 

What  we  are  finding  out  here  is  that  we  would  not  like  to  see  a 
gap  for  those  20,000  to  50,000  treated  in  a  completely  different  way. 

Mr.  Lonergan.  Half  of  those,  incidentally,  are  often  in  nonmetro- 
politan  areas  between  20,000  to  50,000.  Therefore,  it  is  a  serious  con- 
cern in  the  rural  development  as  well  as  the  metropolitan  develop- 
ment. 

Mr.  Nolan.  Gentleman,  thank  you  very  much  for  your  testimony. 

Our  next  witness  is  Mr.  Harold  O.  Wilson,  executive  director  of 
the  Housing  Assistance  Council. 

STATEMENT  OF  HAROLD  0.  WILSON,  EXECUTIVE  DIRECTOR,  HOUS- 
ING ASSISTANCE  COUNCIL,  PRESENTED  BY  RICE  EISEN,  LEGISLA- 
TIVE ASSISTANT 

Mr.  Eisen.  Mr.  Chairman,  because  of  the  change  in  schedule,  Mr. 
Wilson  had  a  conflict  in  his  schedule  and  asked  that  I  take  his  place. 

My  name  is  Rick  Eisen  and  I  am  on  the  staff  of  the  Housing 
Assistance  Council. 

The  Housing  Assistance  Council  works  exclusively  on  the  prob- 
lems of  rural  low-income  housing  and  it  is  from  that  perspective 
that  I  will  comment  on  the  two  important  bills  which  you  and  Mr. 
Grassley  have  introduced. 

As  to  H.R.  9983,  the  Eural  Community  Development  Act  of  1977, 
we  are  in  firm  support  of  the  basic  thrust  of  the  bill.  We  are  com- 
pletely convinced  at  this  point  that  HUD  is  neither  interested  in 
nor  able  to  effectivelv  administer  programs  for  rural  communities. 
Neither  their  administrative  structure,  which  is  basically  an  area 
office  in  the  largest  city  of  the  State,  nor  their  orientation,  which  is 
almost  exclusively  urban,  makes  them  a  particularly  good  vehicle 
to  deal  with  the  small  rural  communities. 

The  Farmers  Home  Administration,  on  the  other  hand,  with 
county  office  structure — over  1,770  county  offices  nationwide  and  their 
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exclusively  rural  orientation — we  believe  would  make  them  the  log- 
ical vehicle  as  the  Federal  Government's  major  rural  housing  de- 
velopment agency.  Therefore,  it  should  be  very  clear  theat  we  are  in 
strong  support  of  the  basic  thrust  of  this  bill. 

However,  we  have  several  concerns  about  the  way  the  bill^  would 
go  about  doing  that.  I  think  first  and  foremost  our  concern  in  that 
under  the  present  community  development  program  there  has  been 
a  strong  interrelationship  between  community  development  and  pro- 
vision of  housing  for  low-  and  moderate-income  people. 

By  taking  away  just  the  community  development  provision  with- 
out, at  the  same  time,  dealing  with  the  housing  provision  as  H.R. 
9983  would  do,  we  think  would  weaken  that  interrelationship.  Part 
of  that  is  the  housing  assistance  plan  which  requires  that  a  com- 
munity that  receives  community  development  money  also  deal  with 
its  housing  problems. 

I  think  what  a  lot  of  the  problem  has  been  in  housing  assistance 

£lans  and  a  lot  of  the  other  provisions  of  the  Housing  Community 
development  Act  have  not  been  the  principles  of  the  requirements 
of  the  law  but  rather  the  way  in  which  HUD  has  administered  their 
provisions. 

A  good  example  of  this  is  that  in  the  past  HUD  has  required 
3-year  housing  assistance  plan  goals  even  though  a  community  may 
only  get  a  1-year  community  development  grant.  This  is  obviously 
absurd.  Most  communities  had  a  tough  time  treating  that  very  ser- 
iously when  they  knew  they  were  only  going  to  have  funding  for  1 
year. 

Rather  than  eliminating  the  housing  assistance  plan,  however,  we 
would  rather  see  that  type  of  requirement  administered  more  flex- 
ibly. In  fact,  in  this  particular  case,  HUD  has  changed  and  now  for 
a  1-year  grant  they  are  only  requiring  a  1-year  goal. 

We  think  if  Farmers  Home  were  given  the  opportunity  to  admin- 
ister the  program,  they  would  routinely  administer  it  more  flexibly 
at  least  in  terms  of  rural  orientation. 

Another  major  problem  we  have  with  the  way  H.R.  9983  is  worded 
is  that  the  present  act  makes  clear  that  the  primary  focus  of  any 
community  development  activity  is  primarily  on  the  needs  of  low- 
and  moderate-income  people.  We  are  afraid  that  the  way  that  your 
bill  is  worded,  it  dissipates  that  primary  concern  and  spreads  it  out 
over  several  other  purposes.  They  are  clearly  worthy  purposes,  but 
in  our  view  the  primary  benefits  ought  to  go  to  low-  and  moderate- 
income  people. 

The  other  two  major  concerns  that  we  have  about  how  this  bill 
would  work  is  that  if  you  switch  off  the  community  development  pro- 
gram from  the  metropolitan  one,  then  what  you  are  going  to  have  is 
effectively  a  competition  for  funds.  Right  now  even  though  we  are 
opposed  to  the  20  percent  amount  that  goes  to  nonmetropolitan  areas, 
because,  as  Mr.  Grassley  indicated  earlier,  GAO  has  indicated  that 
a  fair  share  would  be  34  percent — at  least  this  way  as  there  is  an  in- 
crease in  the  total  pot,  nonmetropolitan  areas  have  to  go  up  pro- 
portionately because  they  will  be  getting  20  percent  of  the  total  pot. 
^  We  are  afraid  that  if  you  split  them  off  you  are  going  to  have  the 
big  city  mayors  and  the  other  powerful  lobbies  that  push  for  addi- 
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tional  funding  for  metropolitan  communities,  which  right  now  at 
least  the  rural  communities  can  share  in,  if  you  split  it  off  you  wont 
have  the  same  type  of  powerful  lobbying  forces  pushing  for  addi- 
tional funding  for  nonmetropolitan  areas.  We  think  that  in  the  long 
run  that  type  of  splitting  will  be  to  the  detriment  of  rural  communi- 
ties rather  than  to  their  advantage. 

Another  important  problem  that  is  not  really  dealt  with  directly 
in  the  bill  is  that  the  Farmers  Home  Administration  is  already 
severely  extended. 

In  our  testimony  before  the  Appropriations  Committee  we  recom- 
mended that  Farmers  Home  needs  approximately  2,500  new  staff 
just  to  deal  with  the  backlog  they  have  on  hand  right  now.  With  the 
kind  of  additional  responsibilities  that  you  would  be  giving  them 
here,  it  would  be  almost  impossible  for  them  to  do  the  iob  effectively 
without  additional  staff.  Therefore,  we  would  suggest  that  at  a  mini- 
mum there  be  some  way  developed  to  estimate  how  many  staff  HUD 
uses  to  carry  out  the  programs  right  now  and  that  those  staff  be 
transferred  over  to  Farmers  Home. 

I  don't  believe  it  would  be  realistic  to  expect  that  you  could  only 
do  that,  but  I  think  that  it  would  be  a  beginning  for  the  need  for 
additional  staff. 

The  other  concerns  are  that  there  should  be  a  specific  allocation 
formula  in  the  bill  rather  than  leaving  it  up  to  the  discretion  of  the 
Secretary.  I  believe  that  the  bill  eliminates  reference  Davis-Bacon 
wage  rate  which,  under  the  present  HUD  program,  you  have  to  have. 
I  think  it  is  another  example  of  a  good  law  that  is  administered 
badly. 

a  I  think  the  basic  notion  that  people  who  are  working  on  construc- 
tion projects  with  Federal  funds  should  be  paid  prevailing  wage 
rates  is  fair  concept.  The  problem  has  been  in  the  administration  by 
the  Department  of  Labor  that  rather  than  using  the  wage  rates  pre- 
vailing in  that  rural  area,  they  have  gone  to  a  city  50  or  100  miles 
away  and  used  the  wage  rates  that  are  prevailing  in  that  area. 

Bather  than  eliminating  the  provision,  we  think  it  would  be  better 
to  make  that  provision  administered  in  such  a  way  that  it  i9  con- 
sistent with  the  costs  that  really  are  there  in  the  area. 
The  last  point  is  this.  If  you  are  going  to  transfer  the  CD  pro- 
ram  over  to  HUD,  then  administration  of  the  urban  develop  AC- 
TION grant  program  and  of  the  Secretary's  discretionary  fund 
should  also  be  transferred  to  Farmers  Home.  There  is  already  a  set- 
aside  that  Mr.  Grassley  led  the  way  on  in  last  year's  session.  It  does 
give  us  a  set-aside  for  communities  of  under  50,000.  That  portion  of 
it  that  is  going  to  communities  that  would  be  assisted  under  this 
provision  ought  to  be  transferred  to  Farmers  Home  as  well. 

I  think  that  the  way  that  could  be  handled — and  the  representative 
from  Bural  America  commented  earlier — that  rather  than  setting  up 
a  whole  new  administration,  it  would  be  possible  to  amend  section 
106(f)  which  sets  up  the  nonmetropolitan  share  and  simply  put  in  a 
sentence  that  says  that  the  funds  under  this  paragraph  would  be 
administered  by  the  Farmers  Home  Administration.  That  would 
maintain  the  connection  between  housing  and  community  develop- 
ment and  the  emphasis  on  low  income  that  I  mentioned  at  the 
beginning. 
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I  have  two  brief  comments  on  the  other  bill.  We  also  clearly  sup- 
port that  bill. 

If  Farmers  Home  is  going  to  be  the  major  rural  development 
agency  of  the  Federal  Government,  then  it  should  have  some  more 
workable  vehicle  for  carrying  out  a  coordination  function  under  the 
Rural  Development  Act.  We  would  caution  there  that  the  same  staff- 
ing problem  that  concerns  us  with  H.R.  9983  could  be  a  problem 
under  the  Rural  Development  Council  bill. 

If  that  bill  is  going  to  be  passed,  then  hopefully  it  could  be  tied 
in  with  additional  staffing  for  the  Farmers  Home  Administration. 

Thank  you  for  your  time. 

Mr.  Nolan.  Thank  you  very  much. 

We  will  place  Mr.  Wilson's  written  statement  in  the  record  at  this 
point. 

[The  prepared  statement  of  Mr.  Wilson  follows:] 
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TESTIMONY  OP 


HAROLD  O.  WILSON,  EXECUTIVE  DIRECTOR 
HOUSING  ASSISTANCE  COUNCIL,  INC. 


Mr.  Chairman  and  Distinguished  Members  of  This  Subcommittee: 

My  name  is  Harold  0.  Wilson  and  I  am  Executive  Director  of 
the  Housing  Assistance  Council.  We  are  pleased  to  appear  before 
.  this  important  subcommittee  to  present  our  views  and  concerns  about 
rural  development.  The  focus  of  our  testimony  will  be  on  the  Rural 
Community  Development  Act  of  1977,  BR. 9983,  and  the  Rural  Develop- 
ment Policy  Act  of  1978,  HR  10885.   We  congratulate  both  the  Chairman 
and  ranking  minority  member  of  this  subcommittee  for  being  the  prima 
movers  behind  both  of  these  important  pieces  of  legislation. 

The  Housing  Assistance  Council  (HAC)  is  a  national  nonprofit 
corporation  working  to  improve  housing  conditions  for  the  rural 
poor.  HAC  works  in.  the  field  directly  with  non-profit  groups  and 
public  bodies  which  try  to  deliver  housing  resources  to  low  income 
people.  Our  organization  provides  training  and  technical  assistance, 
does  research  and  analysis,  and  administers  a  pre-developraent  loan 
fund.   In  the  6  1/2  years  of  our  existence  we  have  learned  much  about 
the  inadequacies  of  the  housing  delivery  system  and  the  need  to 
improve  what  is  there.  While  we  work  exclusively  on  the  housing 
needs  of  low  income  rural  people,  we  know  full  well  that  decent 
housing  is  only  one  part  of  a  broad  set  of  needs  besetting  most 
rural  communities.   These  are  needs  which  must  be  met  if  rural 
communities  are  to  be  viable. 

These  hearings  come  at  a  particularly  opportune  time  because 
all  around  we  hear  discussion  on  the  need  to  develop  an  urban 
policy.   Task  forces  are  busy  at  work  grinding  out  plan  after  plan. 
I  think  it  is  important  that  such  studies  and  attention  to  the  problem 
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that  there  is  too  much  concern  about  form  and  too  little  about 
content.   There  may  be  small  hopeful  signs  here  and  there  but 
certainly  no  overall  direction  to  rural  development  matters.  Over 
the  past  6  years,  it  has  largely  been  the  initiative  of  Congress 
which  has  been  responsible  for  any  progress  in  the  implementation 
of  the  Rural  Development  Act* 

Having  said  this,  we  would  like  to  briefly  describe  some 
basic  principles  which  should  underlie  any  rural  development 
policy. 

1.  People  have  a  right  to  live  where  they  want. 

2.  People,  regardless  of  where  they  live,  have  a  right  to 
basic  facilities  and  services. 

3.  People  in  rural  areas  should  have  job  opportunities 
which  will  permit  a  reasonable  standard  of  living. 

4.  Programs  to  aid  rural  communities  should  be  administered 
by  agencies  which  have  a  basic  understanding  and  sympathy 
for  the  problems  of  rural  America. 

While  there  certainly  may  be  other  important  principles,  we 
hope  that  this  listing  will  remain  in  any  set  of  principles. 

The  Rural  Development  Act  of  1972  really  set  out  a  course  for 
our  country  with  regards  to  the  future  of  rural  America.   It  is 
obvious  that  the  expectations  of  the  RDA  have  not  been  realized. 
However,  it  is  clear  that  some  things  have  been  set  in  motion 
which  are  beneficial  to  rural  areas.   They  include:   substantial 
growth  in  the  housing,  community  facilities  and  business  and 
industrial  loan  and  grant  programs  administered  by  the  FmHA; 
earmarking  of  HUD  housing  and  community  development  funds  to 
nonmetro  areas,  albeit  well  below  the  need;  the  emergence  of  a 
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core  of  rural  advocates  in  the  Congress;  and  strengthening  of 
the  FmHA  as  a  rural  delivery  vehicle.  All  these  are  hopeful 
signs  for  the  future;  however,  none  takes  place  as  part  of  a 
general  rural  development  strategy  or  is  coordinated  through 
the  mandated  role  specified  under  Section  603  of  the  Rural 
Development  Act .of  1972. 

These  hearings  give  us  a  fresh  opportunity  to  see  where  we 
have  been  and  to  plan  for  the  future.  We  have  been  asked  to  review 
the  merits  of  two  bills  which  can  directly  affect  the  future  of 
rural  development  activity  in  our  country.  I  would  like  to  present  *  * 
our  views  on  them  at  this  time. 

The  Federal  Rural  Development  Policy  Act  of  1978  (HR  10885) 

Section  603  of  the  Rural  Development  Act  established  the 
leadership  and  coordinating  role  of  the. Secretary  of  Agriculture  on 
rural  development  matters.   As  Congressman  Nolan  has  accurately 
pointed  out,  the  Act  unfortunately  did  not  provide  a  vehicle  for 
those  roles  to  be  carried  out.  This  has  permitted  drift  and  inaction 
to  occur  even  though  the  present  Assistant  Secretary  for  Rural 
Development  has  made  efforts  to  use  the  Assistant  Secretaries 
group  as  a  coordinating  vehicle. 

It  is  one  thing  for  Congress  to  mandate  a  coordinating  and 
leadership  role  for  an  agency;  it  is  quite  another  to  provide  the 
agency  with  the  tools  to  make  that  mandate  work.  HR  10885  would 
establish  a  Federal  Rural  Development  Council  using  the  old 
Rural  Development  Service  to  staff  and  fund  the  activities  of 
this  Council.  The  Act  sets  very  specific  goals  and  activities 
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for  the  Council  to  perform  in  doing  its  work,  all  of  which  are 
consistent  with  making  rural  development  a  reality. 

We  support  the  thrust  of  the  bill  and  urge  early  action  by 
the  Committee  and  Congress.   However,  there  are  two  concerns  we 
would  like  to  raise,  small  but  symptomatic  of  larger  problems. 
First,  we  caution  that  this  Council  effort  should  not  use  too  much 
staff  time  without  new  staffing  funds  being  made  available  by 
Congress.  As  you  know,  there  currently  is  a  critical  staff  shortage 
in  the  FmHA.   Second,  we  have  reservation a  about  the  proposed  name 
change  of  FmHA  to  FRDA.   It  is  difficult  for  us  to  understand  or 
appreciate  a  name  change  which  eliminates  housing  from  the  agency's 
name  when  almost  €0%  of  its  program  funding  is  for  housing. 
Evidently,  the  Agriculture  Committee  had  concerns  of  its  own  about 
the  name  change,  since  it  recently  rescinded  approval  of  the  change. 
Should  the  issue  arise  again,  we  suggest  that  it  be  called  simply 
Rural  Development  Administration  or  Farm,  Rural  Housing  and  Develop- 
ment Administration.   Neither  of  these  would  downgrade  the  significance 
of  housing  in  the  mission  of  the  agency. 

The  Rural  Community  Development  Act  of  1977  (BR  9983) 

This  bill  would  establish  a  community  development  block  -grant 
program  for  nonmetropolitan  communities  of  20,000  or  less  in 
population,  to  be  administered  by  the  Department  of  Agriculture. 
We  are  frankly  ambivalent  about  this  bill. 

We  support  a  greatly  expanded  role  for  the  FmHA  as  the 
major  Federal  delivery  mechanism  for  all  housing  and  community 
development  programs  for  rural  communities  and  small  towns.   In 
a  recent  letter  to  the  HUD  Task  Force  on  Rural  and  Nonmetropolitan 
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Areas,  we  stated  emphatically  that  is  critical  that  programs  for 
rural  areas  be  administered  by  agencies  with  personnel  who  under- 
stand and  are  sympathetic  to  the  special  needs  of  those  communities. 
In  addition,  because  of  locational  and  administrative  problems, 
small  communities  can  best  be  served  by  an  agency  located  near 
such  communities.  '  * 

While  HUD  may  be  equipped  to  administer  programs  for  small 
cities  large  enough  to  have  full  time  staff,  its  administrative 
structure  (i.e.  generally  one  office  in  the  largest  city  of  a  state) 
and  urban  orientation  make  it  ill  suited  to  address  the  problems 
of  the  smallest  towns.  FmHA,  on  the  other  hand,  is  well  suited  to 
meet  the  housing  and  community  development, needs  of  rural  America 
because  of  its  county  office  structure  and  rural  orientation.  Our 
letter  to  HUD  is  attached  for  the  subcommittee's  use. 

Parenthetically,  an  article  in  this  past  Saturday's  Washington 
Post  emphasized  HUD's  primary  urban  orientation.  This  was  in  the. 
context  of  urban  vs  suburban.  We  strongly  believe  that  HDD  should  ■ 
emphasize  assistance  to  the  cities  over  the  suburbs.  But  concern. 
about  rural  areas  is  lost  in  the  midst  of  the  urban  policy  emphasis. 
FmHA  faces  no  such  urban-rural  conflict. 

It  should  be  obvious,  then,  that  we  support  the  thrust  of  HR  9983 
to  transfer  to  USDA  the  responsibility  for  administering  CO  programs 
in  nonmetropolitan  areas.  However,  we  have  serious  reservations 
about  how  HR  9983  proposes  to  accomplish  the  transfer,  particularly 
about  the  adverse  impact  of  HR  9983  on  important  elements  of  national 
policy. 
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The  current  national  policy  on  housing  and  community 
development  is  contained  in  the  Housing  and  Community  Development 
Act  of  1974,  as  amended.   Among  the  major  aspects  of  policy  which 
are  laid  down,  for  both  urban  and  rural  areas,  two  have  particular 
significance  for  HAC.   First,  the  activities  undertaken  as  part  of 
any  program  funded  by  the  CDBG  program  must  primarily  benefit  low 
and  moderate  income  people.   Second,  there  is  a  strong  linkage  between 
CD  and  housing  activity.   These  are  crucial  to  the  overall  success 
of  the  CD  program  in  meeting  the  national  goals.   HR  9983  downgrades 
the  importance  of  these  two  aspects  of  the  law.   We  believe,  to  the 
contrary,  that  both  of  these  elements  need  strengthening,  as  a  matter 
of  national  policy. 

In  this  context,  we  strongly  urge  that  CD  responsibilities  be 
transferred  to  FmHA  only  if  HUD  housing  programs  for  the  same 
communities  are  also  transferred  to  FmHA.   This  would  allow  FmHA  to 
maintain  and  strengthen  the  interrelationship  between  CD  and  housing 
envisioned  by  the  1974  Housing  and  Community  Development  Act.   This 
means  continuing  the  requirement  of  a  Housing  Assistance  Plan  for 
all  applications.   HUD  has  recently  simplified  the  HAP  requirements 
without  significantly  weakening  them.   There  is  no .justification 
for  allowing  smaller  communities  to  ignore  their  housing  responsibi- 
lities in  the  name  of  simplified  procedures.   Transferring  only 
the  CD  responsibilities  would  make  FmHA  enforcement  of  this 
interrelationship  all  but  impossible.   If  FmHA  were  simultaneously 
given  authority  to  administer  the  Section  8,  Section  202  and  public 
housing  programs  for  these  communities,  our  major  concern  about 
HR  9983  would  be  dissipated. 
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However,  even  with  a  transfer  of  housing  programs  end  a 
strengthening  of  the  emphasis  on  assistance  to  low  and  Moderate 
income  people,  we  would  still  have  other  reservations  about  HR  9983. 

First,  we  are  frankly  concerned  that'- the  passage  of  HR  9983 
would,  in  the  long  run,  place  nonmetropolitan  areas  in  competition 
with  Metropolitan  areas  for  the  scarce  resources  available  for  the 
CD  program*.  I  suspect  that  in  such  a  competition  nonmetropolitan. 
areas  would  come  out  a  distant  second.  A  joint  effort  fay  all  sections 
of  the  country  for  higher  CD  funding  levels  is  a  necessity. 
Unfortunately,  I  am  afraid  this  does  represent  an  accurate  reading 
of  past  history  in  trying  to  secure  adequate  funding  for  rural  areas, 
a  consideration  which  should  be  seriously  examined  by  this  subcommittees. 

Second,  FmHA  is  not  equipped  to  accept  these  added  responsibilities 
without  a  significant  infusion  of  new  staff.  We  have  contended 
that  FmHA  needs  in  the  neighborhood  of  3,000  new  employees  just 
to  administer  its  present  programs.  Any  new  responsibilities,  such 
as  envisioned  in  HR  9983,  should  be  accompanied  by  a  transfer  of 
staff  slots  from  HOD  corresponding  to  the  staff  time  required  by   • 
HDD  to  administer  these  housing  and  CD  programs  for  small  cities. 
HR  9983  is  silent  on  the  question  of  staff. 

Third,  the  allocation  of  dollars  to  states  should  not' be  left 
to  the  Secretary's  discretion,  as  BR  9983  would- do.  A  statutory 
formula  which  considers  factors  such  as  poverty,  substandard  housing 
and  population  should  be  included  to  assure  that  geographic  areas 
of  greatest  need  receive  their  proportional  share  of  federal  dollars. 

Fourth,  federal  labor  standards  and  requirements  concerning 
employment  of  lower  income  persons  should  apply  to  any  transferred 
programs.   While  administration  of  these  provisions  can  and  should 
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be  made  more  flexible  to  be  consistent  with  local  rural  conditions, 
these  are  national  policies  which  should  apply  to  small  communities, 
as  well  as  to  larger  ones. 

Finally,  any  transfer  of  CD  responsibilities  should  apply  to 
the  nonmetro  portion  of  other  HUD  CD  programs,  including  the 
Secretary's  discretionary  fund  and  UDAG.   Through  Mr.  Grassley's 
persistent  efforts,  there  is  already  a  set-aside  of  UDAG  funds  for 
small  cities.  Administration  of  that  set-aside  (minus  the  proportion 
for  metropolitan  small  cities)  should  be  transferred  to  FmHA. 

For  all  of  these  reasons,  then,  we  cannot  support  all  of  HR  9983. 
As  we  understand  it,  Rural  America,  Inc.  is  recommending  that  the 
purpose  of  HR  9983  be  accomplished  by  simply  amending  the  present 
CD  program  to  transfer  administration  of  the  program  for  nonmetro 
towns  of  20,000  population  to  FmHA.   We  endorse  this  approach  as 
long  as  it  is  extended  to  HUD's  housing  programs,  as  well. 
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Mr.  Nolan.  Are  there  any  questions  ?  Mr.  Grassley. 

Mr.  Grassley.  I  thank  you,  Rick,  for  coming  to  testify  on  this. 
You  represent  a  responsible  organization  and  your  views  on  this 
legislation,  naturally,  ought  to  be  taken  into  consideration.  I  appre- 
ciate what  help  you  have  given  us  in  the  past  in  drawing  up  what  we 
did  come  up  with. 

Would  you  say  that  the  bottom  line,  though,  of  your  testimony  might 
be  that  we  should  not  pursue  this  bill  at  all;  or  that  it  can  be  doc- 
tored up,  in  judgment,  and  then  go  this  route?  I  am  not  sure  I  really 
got  the  conclusive  statement  that  we  ought  to  get  from  you. 

Mr.  Eisen.  I  believe  that  it  can  be  doctored  up  to  meet  the  con- 
cerns that  I  have  laid  out.  It  can  be  done  in  one  of  two  ways.  One 
way  is  to  amend  the  present  act  so  that  instead  of  having  a  whole 
new  act,  you  would  have  administration  of  the  present  nonmetro- 
politan  funds  being  assigned  to  the  Farmers  Home  Administration. 

Conversely,  if  you  are  going  to  continue  to  have  it  as  a  separate 
bill,  that  the  number  of  concerns  that  I  have  raised  be  put  into  that 
bill.  Namely,  there  should  be  primary  emphasis  on  low  and  moderate 
income  and  that  you  transfer  the  housing  program — for  example,  the 
nonmetropolitan  share  of  the  traditional  public  housing  program — 
should  be  transferred  to  the  Farmers  Home  Administration  as  well. 

It  is  almost  impossible  for  an  agency  to  require  that  a  community 
deal  with  both  its  housing  and  the  community  development  prob- 
lems if  it  only  has  control  over  the  community  development  money. 
I  think  that  if  your  bill  were  broadened  to  include  housing  as  well 
as  community  development — and  not  just  limited  to  community  de- 
velopment, and  there  was  a  continuation  of  the  housing  assistance 
plan  requirement  and  it  was  carried  out  more  flexibly — I  think  with 
those  kind  of  changes  we  would  be  fully  supportive  of  the  bill.  I 
think  it  would  be  a  major  improvement  for  the  way  these  programs 
are  carried  out  in  rural  America. 

Mr.  Nolan.  Thank  you  very  much,  Mr.  Eisen. 

Our  next  witness  is  Mr.  Bob  Mc  Nichols,  county  administrator, 
Pulaski  County,  Va.,  representing  the  National  Association  of  Coun- 
ties. He  is  accompanied  by  Mr.  Elliott  Alman,  legislative  representa- 
tive, and  by  Judge  David  Pribble  from  Kentucky^ 

Gentlemen,  we  welcome  you. 

STATEMENT  OF  ROBERT  He  NICHOLS,  ADMINISTRATOR,  PULASKI 
COUNTY,  VA.,  NATIONAL  ASSOCIATION  OF  COUNTIES 

Mr.  Mc  Nichols.  Mr.  chairman,  and  distinguished  members  of  the 
Subcommittee  on  Family  Farms,  Rural  Development,  and  Special 
Studies,  we  are  most  pleased  for  this  opportunity  to  testify  before 
you  today  on  H.R.  10885,  the  Rural  Development  Policy  Act  of  1977, 
and  H.R.  9983,  the  Rural  Community  Development  Act  of  1977.  We 
are  testifying  on  behalf  of  the  National  Association  of  Counties. 

The  National  Association  of  Counties  is  the  only  national  organi- 
zation representing  county  government  in  the  United  States.  Through 
its  membership,  urban,  suburban,  and  rural  counties  join  together  to 
build  effective,  responsive  county  government. 

The  goals  of  the  organization  are  to:  improve  county  government; 
serve  as  the  national  spokesman  for  county  government;  act  as  a 
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liaison  between  the  Nation's  counties  and  other  levels  of  government; 
achieve  public  understanding  of  the  role  of  counties  in  the  Federal 
system. 

I  am  Robert  Mc  Nichols,  county  administrator  of  Pulaski  County, 
Va.  Testifying  with  me  is  Judge  David  Pribble  from  Pendleton 
County,  Ky.  I  serve  on  the  NACo  Community  Development  Steering 
Committee  and  the  Rural  Affairs  Committee.  These  committees  are 
responsible  for  establishing  rural  development  policy  for  the  national 
organization.  Accompanying  us  is  Elliott  Alman,  legislative  repre- 
sentative from  NACo. 

I  would  like  to  thank  your  subcommittee  for  conducting  these 
hearings  on  this  bill  which  addresses  these  most  critical  concerns  of 
rural  county  officials.  We  are  honored  to  be  able  to  appear  before  you 
today  and  present  our  views. 

Mr.  Chairman,  rural  county  officials  are  deeply  concerned  and  ex- 
tremely worried  about  the  status  of  rural  development  policy  in  our 
Nation. 

We  are  concerned  about  the  growing  needs  of  our  rural  citizens, 
our  communities,  and  our  economic  resources.  We  are  concerned 
about  the  needs  for  housing,  development  assistance,  water  and  waste 
disposal  systems.  We  are  concerned  about  the  importance  of  main- 
taining rural  America  as  an  attractive  and  desirable  place  to  live, 
a  place  that  our  sons  and  daughters  will  not  be  forced  to  leave  in 
order  to  seek  brighter  opportunities. 

We  are  worried  about  the  response  of  the  Federal  Government  and 
the  administration  to  these  needs.  We  are  worried,  because  if  we 
listen  closely,  all  we  hear  are  discussions  and  proposed  programs 
focusing  on  the  needs  of  urban  America. 

In  the  next  few  days,  the  administration  will  be  presenting  Con- 
gress with  its  urban  initiative.  Many  people  have  complained  that 
the  President's  message  has  been  delayed  a  number  of  times. 

Mr.  Chairman,  the  people  of  rural  America  do  not  even  have  the 
opportunity  to  complain  about  the  delay  in  a  rural  message  because, 
(juite  frankly,  there  is  no  rural  initiative.  There  are  no  broad,  strik- 
ing programs  being  sent  to  Congress  to  address  the  needs  of  rural 
America. 

We  support  efforts  to  aid  urban  America.  We  endorse  efforts  to 
save  our  great  cities.  But  the  needs  of  rural  America  cannot  be 
ignored. 

Bills  impacting  on  rural  development  have  been  sent  to  Congress. 
One  of  the  measures,  H.R.  8315,  attempted  to  increase  the  interest 
rates  on  rural  development  loans.  The  House  and  Senate  Agricul- 
ture Committees  deleted  that  provision. 

Another  measure  proposes  not  to  fund  the  above-moderate  income 
loan  program,  a  $900  million  housing  program.  The  House  Subcom- 
mittee on  Housing  and  Community  Development  will  be  conducting 
hearings  on  rural  housing  authorizations  tomorrow. 

The  National  Association  of  Counties  congratulates  this  subcom- 
mittee for  seizing  the  initiative  and  scheduling  these  hearings.  We 
welcome  the  efforts  of  Congressmen  Nolan  and  Grassley  for  intro- 
ducing these  bills  as  serious  attempts  to  aid  rural  America. 
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RURAL  DEVELOPMENT   POLICY   ACT   OP    1077     (H.R.    10885) 

At  our  annual  legislative  conference  last  week,  the  NACo  Com- 
munity Development  Steering  Committee  and  Rural  Affairs  Com- 
mittee both  seriously  endorsed  enactment  of  this  bill.  We  support 
the  measure  for  the  following  reasons. 

The  bill  will  mandate  implementation  of  section  603  of  the  Sural 
Development  Act  of  1972.  That  section  is  designed  to  coordinate  all 
the  Rural  Development  Programs  of  the  Federal  Government  under 
the  leadership  of  the  Secretary  of  Agriculture.  The  provision  was 
never  implemented. 

Under  this  legislation,  renewed  emphasis  would  be  given  to  ful- 
filling this  mandate.  The  bill  actually  authorizes  funding  to  accom- 
plish this  purpose  and  establish  a  Federal  Rural  Development  Council. 
The  Council  is  to  be  composed  of  representatives  of  all  Federal 
agencies  with  rural  programs.  The  Council  will  function  under  spe- 
cific guidelines  in  the  law. 

The  implementation  of  this  provision  is  extremely  important.  Ini- 
tially, it  will  insure  coordination  and  planning  of  the  Federal  rural 
development  effort. 

More  importantly,  it  will  project  the  Secretary  of  Agriculture  into 
the  position  of  advocate  of  rural  development. 

HUD  has  become  the  strong  advocate  of  urban  America.  EDA  has 
proposed  a  number  of  urban  programs  to  preserve  its  area  of  respon- 
sibility. But  no  agency  has  become  the  advocate  of  rural  America. 

We  sincerely  hope  that  the  U.S.  Department  of  Agriculture  and 
its  component  agency,  the  Farmers  Home  Administration,  will  under- 
take that  role.  We  believe  the  strengthening  of  section  603  will  enable 
the  agency  to  become  the  strong  rural  advocate  that  is  so  needed. 

The  proposal  to  increase  the  rural  planning  grants  from  $10  mil- 
lion to  $50  million  is  also  desirable.  A  portion  of  these  moneys,  not 
to  exceed  10  percent,  would  go  to  the  Federal  Rural  Development 
Council.  The  remainder  would  go  to  planning  activities. 

Section  111  of  the  Rural  Development  Act  of  1972  authorizes  $10 
million  for  planning.  No  funding  was  provided  until  the  current 
fiscal  year,  when  Congress  appropriated  $5  million. 

Mr.  Chairman,  rural  local  governments  need  assistance  for  plan- 
ning. This  is  especially  true  as  increased  funds  for  water  and  sewer 
projects,  housing,  community  facilities,  and  other  programs  become 
available. 

It  is  far  more  efficient  for  both  county  governments  and  the  Fed- 
eral Government,  if  we  can  effectively  plan  and  coordinate  our  de- 
velopment activities.  Waste  and  needless  duplication  will  be  avoided. 

We  urge  you  to  direct  that,  in  any  expansion  of  this  function,  fund- 
ing priority  will  go  to  those  local  governments  with  the  power  to 
implement.  This  guarantees  a  vital  link  between  planning  and  de- 
velopment, and  avoids  the  funding  of  reports  that  will  only  occupy 
shelf  space. 

Local  planning  must  be  assisted,  and  section  111  presents  a  promise 
to  build  the  necessary  planning  capacity  for  rural  communities. 

We  urge  the  subcommittee  to  adopt  specific  language  in  the  bill 
to  insure  that  priority  is  afforded  to  those  local  governments  respon- 
sible for  implementing  development  programs. 
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We  propose  this  because  in  the  initial  round  of  planning  grants, 
the  rural  development  service  proposed  to  virtually  eliminate  coun- 
ties, parishes,  rural  cities  and  villages,  and  towns  from  the  program. 
We  opposed  this,  and  the  proposed  regulations  were  altered. 

Congress  appropriated  funds  for  this  program  in  August.  It  is  now 
7  months  later,  and  not  one  grant  has  been  issued. 

We  bring  this  to  jour  attention  not  to  downgrade  this  activity. 
We  note  it  because  it  is  an  extremely  important  function  of  rural 
county  governments.  We  strongly  support  the  expansion  of  the  plan- 
ning function  and  urge  its  adoption. 

The  bill  also  provides  for  name  changes  within  the  Department  of 
Agriculture.  What  is  really  important,  however,  is  what  changes 
actually  occur  in  the  administration  of  the  rural  development  pro- 
grams. 

This  will  be  addressed  later  in  our  testimony.  I  would  now  like  to 
turn  to  Judge  David  Pribble  of  Pendleton  County,  Ky. 

STATEMENT  OP  JUDGE  DAVID  PRIBBLE,  PENDLETON  COUNTY,  KY., 
NATIONAL  ASSOCIATION  OP  COUNTIES 

Mr.  Pribble.  Mr.  Chairman,  I  would  like  to  address  my  comments 
to  the  Rural  Community  Development  Act  of  1977,  H.R.  9983.  This 
legislation  would  change  the  existing  HUD  community  development 
program  by  transferring  a  portion  of  it  to  Farmers  Home  Adminis- 
tration. 

This  bill  was  also  considered  at  our  legislative  conference  and  en- 
dorsed in  concept.  The  NACo  Rural  Affairs  Committee  discussed  the 
bill  at  length  and  expressed  a  number  of  concerns. 

The  measure  would  establish  a  block  grant  program  for  nonmetro- 
politan  communities  of  20,000  or  less.  We  strongly  urge  the  subcom- 
mittee to  delete  this  population  requirement  as  it  applies  to  rural 
counties. 

In  rural  areas,  county  governments  are  the  prime  providers  of 
service  and  bear  the  responsibility  for  community  development  ac- 
tivities. As  currently  written,  a  county  would  automatically  be  ex- 
cluded from  participation  if  its  population  exceeded  20,000.  This 
would  be  so  even  though  the  county  was  predominantly  rural  and 
possessed  no  community  of  significant  size. 

Rural  counties  would  be  caught  in  a  no  man's  land.  Small  com- 
munities would  be  funded  by  this  program,  while  urban  areas  would 
continue  to  look  to  HUD.  The  plight  of  the  rural  county  over  20,000 
would  be  to  compete  for  a  smaller  pot  of  now  predominantly  urban 
funds.  Furthermore,  rural  areas  would  be  discriminated  against  be- 
cause in  many  cases,  only  the  county  can  undertake  community  de- 
velopment activities.  If  the  county  is  excluded,  there  simply  will  be 
no  community  development  program. 

We  therefore  urge  this  population  criteria  be  changed  to  reflect 
the  role  of  rural  county  governments. 

As  we  understand  the  bill,  it  would  transfer  approximately  20 
percent  of  the  HUD  program  into  FmHA.  Counties  have  made  a 
major  effort  to  achieve  rural  equity,  and  we  believe  that  20  percent 
of  the  HUD  program  for  rural  area  is  far  below  equity.  We  suggest 
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that  the  amount  of  funds  to  be  transferred  be  based  on  some  objec- 
tive criteria  such  as  rural-urban  population  or  substandard  housing. 

The  concept  of  establishing  a  rural  community  development  pro- 
gram is  quite  interesting  and  one  which  could  be  of  significant  bene- 
fit to  rural  America.  In  addition  to  the  point9  just  raised,  we  are 
also  concerned  about  the  jurisdictional  questions  of  committee  respon- 
sibility. We  therefore  recommend  that  the  subcommittee  consider 
the  two  bills  before  you  separately.  This  would  insure  timely  action 
on  the  Rural  Development  Policy  Act  while  providing  ample  oppor- 
tunity to  make  the  necessary  changes  in  the  Rural  Community  De- 
velopment Act.  We  would  be  happy  to  work  with  the  sponsors  of 
this  oill  to  support  the  changes  we  have  proposed. 

I  would  now  like  to  turn  to  a  number  of  other  rural  county  con- 
cerns. 

The  water  and  waste  disposal  program  is  the  key  component  in 
the  Rural  Development  Act  of  1972.  It  is  authorized  at  a  funding 
level  of  $300  million  annually.  This  amount  has  never  been  appro- 
priated. The  current  level  of  the  program  is  $250  million,  the  High- 
est to  date. 

However,  the  current  waiting  list  for  water  and  waste  disposal 
grants  exceeds  $620  million. 

I'd  like  to  highlight  the  existing  backlog  in  a  number  of  States. 
In  mv  home  State  of  Kentucky,  the  waiting  list  is  $38,551,376.  In 
Mr.  Mc  Nichols'  State  of  Virginia  it  is  $25,300,800.  In  Minnesota  it 
is  $15,891,600,  and  in  Iowa  it  is  $9,783,150.  A  complete  State  by  State 
waiting  list  is  attached  to  this  testimony. 

Mr.  Chairman,  this  program  needs  to  be  expanded.  The  grant  level 
needs  to  be  increased  from  its  present  50  percent  ceiling  up  to  75 
percent  of  project  cost.  This  would  be  comparable  to  the  urban- 
oriented  programs  of  HUD  and  EPA. 

The  Agriculture  Credit  Act  of  1978  provides  these  changes.  How- 
ever, we  now  understand  that  the  administration  may  veto  the  bill 
due  to  other  items  it  contains.  I  would  just  like  to  stress  the  impor- 
tance of  rural  counties  of  the  water  and  waste  disposal  program  and 
the  proposed  changes. 

Rural  counties  have  small  population  bases.  We  suffer  greatly 
when  people  are  unemployed.  When  a  rural  county  loses  it  only 
factory  because  there  is  no  water  and  waste  system  and  it  violates  our 
environmental  laws,  the  effect  can  be  devastating. 

On  the  other  hand,  when  a  rural  county  can  build  a  water  and 
waste  system,  it  stimulates  industry,  housing,  and  most  of  all,  jobs. 

Mr.  Chairman,  one  of  our  major  concerns,  and  major  disappoint- 
ments, has  been  the  above-moderate  income  guaranteed  housing  loan 
program.  The  administration  has  chosen  not  to  implement  this  pro- 
gram. This  decision  was  made  without  consultation  with  Congress, 
without  taking  effective  steps  to  meet  the  need  that  exists,  and  with- 
out conferring  with  rural  officials  who  represent  those  people  who 
now  cannot  benefit  from  the  program. 

Congress  approved  $900  million  for  this  program  for  the  current 
fiscal  year.  By  choosing  not  to  use  the  moneys,  and  by  not  requesting 
funds  for  next  year,  rural  families  are  being  told  to  forget  about 
achieving  the  American  dream. 
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These  are  not  wealthy  families.  Congress  provided  this  program 
to  aid  families  with  income  between  $15,600  and  $20,000.  Many  rural 
families  only  achieve  this  income  level  with  both  husband  and  wife 
working.  Moreover,  we  are  talking  about  loans  which  are  repaid  to 
the  Government  with  interest. 

If  FmHA  is  permitted  to  ignore  the  mandate  of  Congress  with 
this  program,  these  families  will  not  be  able  to  secure  needed  housing. 
The  private  and  public  credit  institutions  are  unable  to  meet  the 
need.  The  denial  of  credit  and  housing,  will  ultimately  result  in  a 
denial  of  jobs  and  related  business  opportunities  in  the  rural  hous- 
ing market. 

Before  concluding,  I'd  like  to  note  our  concerns  with  reorganiza- 
tion and  its  impact  on  rural  development.  We  believe  the  needs  of 
rural  America  require  a  strong  Department  of  Agriculture.  In  this 
view,  we  oppose  efforts  to  dismantle  the  Department  that  threaten 
to  affect  its  Cabinet-level  status.  I  am  attaching  a  resolution  passed 
by  our  community  development  and  rural  affairs  committees  sup- 
porting a  strong  Department  of  Agriculture. 

We  also  believe  that  a  strong  rural  development  effort  requires  the 
unified  implementation  of  FmHA's  rural  housing  programs.  As  such, 
we  urge  maintaining  the  administration  of  rural  housing  under  a 
single  administration  with  responsibility  for  the  full  range  of  rural 
housing  programs.  From  the  viewpoint  of  local  officials,  these  pro- 
grams are  complimentary,  and  are  often  considered  in  unison  in  local 
planning  and  development.  We  do  not  desire  competition  between 
programs  at  the  national  level. 

In  summary,  county  officials  urge  the  following  legislative  action : 

One:  We  strongly  support  the  Rural  Development  Policy  Act  of 
1977. 

Two:  The  expansion  of  the  rural  planning  grants  should  be  ac- 
companied by  specific  language  directing  FmHA  to  accord  priority 
funding  to  governments  with  the  power  to  implement  projects. 

Three :  The  Rural  Community  Act  should  be  considered  separately. 

Four :  The  20,000  population  limit  on  H.R.  9983  should  not  apply 
to  rural  counties. 

Five :  Any  division  of  the  HUD  community  development  block  grant 
program  should  be  carefully  studied  in  the  interests  of  preserving  a 
national  development  policy  and  achieving  rural  equity. 
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Current  Waiting  List  for  FsHA  Rural  Water  and  Waste  Disposal  Grant  Program 

Alabaoa  16,371,500 

Alaska  47,000 

Arizona  800,000 

Arkansas  10,656,200 

California  25,498,351 

Colorado  10,831,400 

Connecticut  ° 

Delaware  0 

Florida  48,802,839 

Ceorcia  30,867,911 

Hawtiil  1,538,680 

Idaho  3,272,041 

Illinois  24,705,469 

Indiana  5,943,000 

Iowa  •                           9,783,150 

Kansas  12,110,717 

Kentucky  38,551,376 

Louisiana  20,789,859 

Main.  4-877.500 

1,177,300 


Maryland 
Massachusetts 
Michigan 
Minnesota 

Missouri 


328,900 

9,507,000 

15,891,600 

28,478,800 

19,806,720 
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Current  Waiting  List  for  FfnHA  Rual  Water  and  Waste  Disposal  Grant  Program  (Cont'd.) 

Montana  2,533,000 

Nebraska  1,179,000 

Nevada  221  ,499 

New  Hampshire  2,650,000 

Sew  Jersey  0 

New  Mexico  *          3,302,414 

Kww  York  13,414,116 

North  Carolina  8,620,400 

North  Dakota  1,180,900 

Ohio  28,655.100 

Oklahoma  19,243,682 

Oregon  4,707,030 

Pennsylvania  38,628,400 


Kliode  Inland 


31-625  O  -  78  -  11 


0 


South  Carolina  2,235,986 

10,074,000 


South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico  50,000 


32,152,319 
16,540,550 

3,479,362 

0 

25,300,800 

3,679,400 
29,456,050 
14,611,560 

4,277,250 


Total  $622,890,831 
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Resolution  Ho.  2 
Rural  Development  Legislation 

Whereas,  Rural  development  grants  are  restricted  by  law  to  cover  not  more  than 
50%  of  project  cost  and  Farmers  Home  Administration  employs  a  one  per  cent  rule  which 
further  restricts  the  amount  of  grants  provided  to  rural  counties;  and 

Whereas,  HUD  and  EPA  grants  provide  100%  and  75%  of  project  cost  respectively 
with  no  "one  per  cent  rule";  and 

Whereas,  The  waiting  list  for  water  and  waste  disposal  grants  currently  exceeds 
$620  million,  far  above  this  year's  record  funding  of  $250  million  or  the  authorized 
level  of  $300  million;  and 

Whereas,  Rural  counties  effectively  utilize  housing  funds  and  experience  a  strong 
need  for  expanded  housing  assistance;  and 

Whereas,  The  linkage  of  rural  planning  grants  with  Farmers  Home  Administration 
development  assistance  1s  desirable  and  would  be  an  efficient  use  of  planning  funds;  and 

Whereas,  Many  counties  within  SMSA's  contain  significant  rural  areas  1n  need  of 
Farmers  Home  Administration  assistance;  and 

Whereas,  There  needs  to  be  strong  coordination  of  the  wide  range  of  rural 
assistance  administered  by  the  federal  government; 

Therefore,  be  it  Resolved,  The  National  Association  of  Counties  urges: 

Congress  shoul  appropriate  an  additional  $50  million  for  the  water  and 
waste  disposa  program  for  the  current  fiscal  year; 

°  Congress  should  amend  the  Rural  Development  Act  as  follows 

increase  the  celling  on  water  and  waste  disposal  grants  to 
cover  75%  of  project  cost 

increase  the  annual  authorization  for  these  grants  to  at 
least  $400  million; 

°  Congress  should  enact  the  Rural  Housing  Act  of  1977  or  Incorporate 
key  provisions  of  that  Act  Into  the  Rural  Housing  Authorization  Bill; 

°  Farmers  Home  Administration  should  provide  rural  planning  grants 
primarily  to  those  units  of  government  empowered  to  implement  development 
programs; 

°  Farmers  Home  Administration  promulgate  rules  equitably  defining  the 
eligibility  of  rural  portions  of  urban  counties  for  rural  development 
assistance; 

°  The  one  per  cent  rule  should  be  eliminated  from  water  and  waste 
disposal  regulations; 
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•  Congress  should  mandate  Implementation  of  Section  603  of  the  Rural 
Development  Act  of  1972  to  coordinate  government-wide  rural  development; 

°  The  following  legislation  should  be  enacted  to  accomplish  these 
purposes 

Rural  Development  Policy  Act  of  1978 

Agricultural  Credit  Act  of  1978 

Rural  Housing  Act  of  1977. 

Adopted  by  HACo  Community  Development  Steering  Committee  and  NACo  Rural 
Affairs  Committee  1n  March,  1978. 
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Resolution  No.  3 
Rural  Development 

Whereas,  The  Department  of  Agriculture  bears  primary  responsibility  for  many 
Important  functions  and  services  Impacting  on  the  well  being  of  our  nation's  rural 
counties;  and 

Whereas,  These  programs  provide  crucial  assistance  for  the  rural  development 
activities  of  county  governments;  and 

Whereas,  The  programs  of  the  Department  of  Agriculture  also  include  protection 
for  farmers,  the  conservation  and  enhancement  of  our  renewable  resources,  protection, 
safety  and  wholesomeness  of  the  nation's  food  supply,  and  enhancement  of  the  nutritional 
well  being  of  all  Americans  through  research,  education,  and  food  distribution;  and 

Whereas,  A  strong  and  vigorous  agriculture  and  abundant  food  supply  Is  essential 
to  the  welfare  of  the  nation;  and 

Whereas,  The  counties  and  people  of  rural  America  regard  the  Department  of 
Agriculture  as  their  prime  source  of  federal  aid;  and 

Whereas,  Our  nation's  rural  counties  are  1n  strong  need  of  the  services  and 
programs  provided  by  the  Department  and  the  Farmers  Home  Administration; 

Therefore,  be  1t  Resolved,  The  National  Association  of  Counties  urges: 

°  The  strength  and  vitality  of  the  Department  of  Agriculture  be  assured  as 
vital  to  the  economic  well  being  and  existence  of  the  nation's  rural  counties; 

°  The  Department  of  Agriculture  and  Farmers  Home  Administration  aggressively 
Implement  its  responsibilities  and  fulfill  Its  mandate  to  assist  the  nation's 
rural  areas. 

Adopted  by  NACo  Community  Development  Steering  Committee  and  NACo  Rural  Affairs 
Committee  in  March,  1978. 
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Mr.  Pribblb.  If  I  am  out  of  order  please  let  me  know. 

I  would  like  to  address  myself  to  the  Davis-Bacon  Act  as  it  ap- 
plies to  rural  counties.  I  think  personally  that  if  there  could  be  some 
way  that  part  of  the  Davis-Bacon  Act  could  be  repealed  or  the  rural 
areas  could  be  exempt  from  the  wage  standards  set  by  the  Davis- 
Bacon  Act  through  the  Labor  Department.  For  instance,  in  our 
county,  and  I  am  sure  in  your  district,  we  live  40  miles  from  Cincin- 
nati, Ohio,  our  local  labor  wage  rates  are  about  $4  to  $6  an  hour. 
When  we  spend  Federal  dollars  for  construction  we  have  to  pay  $9 
to  $12  an  hour  for  labor.  We  think  this  is  a  waste  of  taxpayer's 
money  across  all  rural  areas. 

I  don't  know  whether  this  would  be  the  subcommittee  to  check 
into  that  and  see  if  part  of  the  Davis-Bacon  Act  could  be  repealed 
or  if  the  rural  areas  could  be  exempt  from  paying  wage  standards. 

Mr.  Nolan.  It  is  a  good  suggestion.  I  can  take  it  up  with  the  other 
members  of  the  committee  and  perhaps  we  could  have  a  hearing  on 
the  impact  of  the  Davis-Bacon  Act  on  rural  areas. 

You  are  not  out  of  order  at  all.  We  are  always  looking  for  sug- 
gestions and  ideas  and  that  may  be  a  good  one. 

We  had  expected  to  call  one  more  witness  but  I  have  just  run  out 
of  time.  The  chairman  has  some  commitments.  So,  we  will  have  to 
reconvene  at  2  p.m.,  and  call  on  the  additional  witnesses  at  that  time. 

The  meeting  is  recessed. 

[Whereupon,  at  12:25  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.  the  same  day.] 

AFTERNOON  SESSION 

Mr.  Nolan.  The  House  Subcommittee  on  Family  Farms,  Rural 
Development,  and  Special  Studies  will  come  to  order. 

I  am  not  sure  that  we  will  have  much  participation  by  the  other 
members  this  afternoon,  as  Congress  has  just  adjourned. 

I  am  delighted  to  see  Hon.  Virginia  Smith  here.  We  welcome  you 
and  your  testimony. 

STATEMENT  OF  HON.  VIRGINIA  SHITE,  A  REPRESENTATIVE  IX 
CONGRESS  FROM  THE  STATE  OF  NEBRASKA 

Mrs.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  I  appreciate  this  opportunity  to  speak  in  support 
of  this  legislation  to  establish  a  rural  community  development  pro- 
gram within  the  Department  of  Agriculture. 

Last  January  the  Department  of  Housing  and  Urban  Development 
formed  a  task  force  to  study  the  problems  small  communities  experi- 
ence in  dealing  with  HUD.  I  had  so  many  complaints  from  my  dis- 
trict that  I  wrote  to  each  community  asking  for  their  comments  on 
the  problems  and  suggestions  for  improving  the  application  of  HUD 
programs  in  rural  areas. 

Since  there  are  over  300  communities  in  my  district,  my  invitation 
has  given  HUD  an  earful.  Here  is  a  sampling  of  those  criticisms  of 
the  community  block  grant  program  as  it  applies  to  rural  commu- 
nities: 
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The  village  board  chairman  of  Lyman,  a  community  of  561,  des- 
pairingly reported  that  they  "had  no  dealings  with  HUD.  We  are 
too  small  for  HUD  to  bother  with,  so  why  try." 

From  Rushville,  a  community  of  1,137,  came  the  comment: 

We  tried  to  work  with  them  some  years  ago,  but  the  mountain  of  paper 
work,  and  our  lack  of  people  with  the  governmentise,  gobbledygook,  and  tiie 
time  forced  us  to  abandon  the  project.  We  found  that  we  haven't  enough  mone- 
tary worth,  and  they  require  that  we  eliminate  substandard  homes,  which 
covers  75  percent  of  our  homes  in  Rushville.  What  I  live  in  and  what  they 
consider  standard  are  two  different  things. 

Albion's  mayor  reported  that  his  community  of  2,074  reported 
problems  with  the  program  for  several  reasons : 

First,  it  would  be  great  help  if  the  regulations  could  be  written  in  a  brief 
or  shorter  form.  They  are  sometimes  very  difficult  to  understand;  and,  second, 
the  regulations  are  so  late  in  getting  to  us  after  a  specific  program  is  an- 
nounced and  seems  to  run  close  to  preapplication  deadlines.  This  gives  us  a 
very  short  time  to  publish  and  hold  special  meetings  that  may  be  required. 
HUD  should  become  more  aware  of  the  many  problems  we  have  in  rural  and 
smaU  city  areas  and  especially  with  our  problems  in  qualifying  for  their  pro- 
grams. At  times  it  almost  seems  like  a  hopeless  endeavor  for  those  in  our 
situation  to  even  try. 

The  mayor  of  Ainsworth,  a  community  of  2,073,  emphasized  that: 

Our  experience  with  HUD  in  this  community  has  been  somewhat  limited  by 
the  fact  that  we  have  not  in  recent  years  been  able  to  utilize  the  HUD  pro- 
grams. We  often  receive  notice  of  the  programs  but  it  seems  that  the  areas  of 
primary  concern  of  HUD  are  the  larger  cities  where  the  larger  programs,  that 
may  be  more  easily  administered  by  HUD,  and  those  are  the  ones  that  are 
developed.  The  smaUer  communities,  2,500  or  less,  have  been  required  to  com- 
pete with  one  another  for  community  block  grants  through  the  preappUcation 
process  which  is  frustrating  and  costly  to  small  towns. 

Gering,  a  somewhat  larger  community  of  5,639,  reports  that: 

Gering  has  had  some  real  growing  pains  between  1972  and  1977.  Our  popula- 
tion increased  18.7  percent  in  that  time  period  and  we  couldn't  qualify  for 
any  community  improvement  grants,  block  grants,  or  even  play  pen  grants. 

True,  we  are  not  a  heavily  populated,  minority  town.  Our  people  have  always 
striven  to  make  their  own  way  and  we  haven't  had  to  rely  on  other  agencies 
to  provide  the  funding  for  our  growth,  but  this  time  period  we  could  have  sure 
used  the  help.  Being  a  rural  area,  our  population  and  resources  are  somewhat 
Umited. 

Ravenna's  mayor  seemed  to  sum  up  the  frustration  of  small  com- 
munities in  dealing  with  the  HUD  programs : 

In  reading  some  of  the  quotes  from  HUD  Secretary  Patricia  Harris,  she 
is  somewhat  disputing  herself.  In  one  paragraph  she  admits,  "That  while  the 
agency  is  focusing  its  resources  on  distressed  big  cities  *  *  *  "  Another  place 
she  indicates  most  larger  cities  receive  HUD  money  automatically  but  "smaUer 
communities  often  must  compete  among  themselves." 

Can  there  possibly  be  a  balance  if  there  is  an  element  of  truth  to  her  quotes? 

These  sample  comments  reflect  an  overriding  sentiment  that  the 
community  development  programs  are  utterly  insensitive  to  rural 
needs.  The  Community  Development  Acts  of  1974  and  1977  were 
drafted  to  address  the  needs  of  large  urban  cities.  This  forces  rural 
communities  to  struggle  to  comply  with  provisions  written  primarily 
with  large  cities  in  mind. 

As  implemented  by  the  Department  of  Housing  and  Urban  De- 
velopment, these  programs  have  presented  further  stumbling  blocks 
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to  small  communities  with  limited  resources.  Even  the  Department's 
name,  Housing  and  Urban  Development,  implies  that  its  programs 
are  focused  upon  satisfying  a  metropolitan  constituency.  That,  HUD'S 
complex  regulations,  planning  requirements,  multiple  applications  and 
other  qualification  demands  may  be  suited  to  the  urban  populations 
it  primarily  serves.  But  these  regulations  and  processes  preclude  the 
participation  of  small  rural  communities,  which  lack  the  resources  to 
even  apply. 

H.R  9983  would  remedy  this  situation  by  transferring  the  admin- 
istration of  the  block  grant  program  for  communities  under  20,000 
in  rural  areas  to  the  Department  of  Agriculture.  In  addition,  sj)e- 
cial  grants  would  be  awarded  to  communities  under  10,000  to  assist 
in  the  application  process.  Thus,  each  community  could  pursue  its 
own  patn  to  meet  its  own  individual  needs,  without  burdensome  Fed- 
eral prescriptions. 

Since  the  Agriculture  Department  has  historically  evolved  as  the 
Federal  protector  of  rural  interests,  its  sensitivity  and  awareness  of 
rural  needs  should  insure  the  success  of  the  community  development 
programs  in  small  rural  towns. 

Reflecting  on  the  comments  of  the  mayor  of  Rushville  that  there  is 
no  balance  in  rural  and  urban  development  programs,  I  am  reminded 
of  the  mandate  given  to  USDA  in  the  1970  farm  act: 

The  Congress  commits  itself  to  a  sound  balance  between  rural  and  urban 
America.  The  Congress  considers  this  balance  so  essential  to  the  peace,  pros- 
perity and  welfare  of  all  our  citizens  that  the  highest  priority  most  be  given 
to  the  revitalization  and  development  of  rural  areas. 

This  legislation  would  take  a  healthy  step  toward  restoring  that 
balance. 

In  recent  months  there  have  been  numerous  stories  that  USDA's 
authority  may  be  diluted  by  a  Government  reorganization.  I  find 
these  accounts  quite  upsetting  because  a  diminution  of  USDA  au- 
thority would  further  disrupt  efforts  to  achieve  the  balance  to  which 
Congress  referred  in  1970.  Since  I  anticipate  that  some  may  object 
to  H.R.  9983  because  it  strengthens  USDA  at  a  time  when  the  ad- 
ministration's Government  reorganization  may  be  moving  the  other 
direction,  I  want  to  stress  that  USDA's  rural  development  functions 
are  inextricably  related  to  its  overall  mission. 

USDA's  various  functions  are  all  essential  parts  of  a  single  related 
package  to  serve  rural  America.  The  farmer  and  the  forester  are 
the  keys  to  rural  development.  They  produce  income  for  rural  com- 
munities, and  the  small  communities  in  turn  are  essential  to  the 
farmer's  food  production  success.  Thus,  farm  income  stabilization 
programs  are  rural  development,  as  is  income  produced  by  the  farmer 
in  normal  marketing  activities.  The  transportation  activities  of  the 
Agricultural  Marketing  Service  are  rural  development,  as  are  the 
water  responsibilities  of  the  Soil  Conservation  Service.  The  Farmers 
Home  Administration  has  loaned  money  for  rural  development  pro- 
grams of  every  variety — homes,  fire  stations,  recreation  facilities, 
watershed  rehabilitation,  waste  disposal  systems,  and  of  course,  farm 
operation. 

Virtually  everything  USDA  does  is  rural  development  This  means 
that  USDA  has  a  special  expertise  to  handle  programs  focused  at  a 
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rural  constituency,  such  as  H.R.  MSa.  In  addition,  it  means  that 
efforts  to  restore  a  balance  to  urt>a:>r::r*i  programs  must  necessarily 
strengthen  I  "SPA.  the  rural  development  agency.  HJL  99S3  is  mov- 
ing in  the  correct  direction  to  restore  the  ha'*i»ce:  those  who  talk  of 
reducing  USPAV  influence  inters^  to  farther  distort  the  imbalance. 

Mr.  Chairman.  T  am  enthusiastic  ahov4t  the  prosper  that  this  legis- 
lation will  make  community  development  rTants  accessible  to  small 
rural  communities.  As  their  represerjtxr.vf-,  T  ran  assure  yon  that  the 
Xebraska  communities  who  wrote  ro  complain  about  the  present  in- 
sensitivitv  of  community  development  procrams  would  welcome  the 
passage  of  H.R  99S*. 

T  thank  yor.  for  the  opportunity  to  appear. 

Mr.  \oi,ax.  Thank  you  very  much.  Conrres?woman  Smith,  and 
thank  yon  so  much  for  shfirinc  with  this  subcommittee  the  findings 
of  yonr  survey  of  the  smaV.  rrwr.  leaders  ir.  the  State  of  Nebraska. 
Tt  has  been  most  helpfn":  to  the  subcommittee. 

Mr.  (T-rassley.  do  yoi;  have  bt.v  questions? 

Mr.  Gt*assittv.  1  want  to  compliment  the  lady  from  Nebraska.  I 
worked  so  closed  with  he:  or.  mnr.v  problems  affectinc  rural  America 
and  1  can  only  sav  that  indeed  yoi;  arc  a  leader  in  tryinc  to  solre 
these  problems.  We  have  a  lone  ways  to  fro  but  we  are  jroing  to  grt 
th^r*  somr  day. 

Mrs.  Smttti.  Thank  yor.  ver*   mn.°h. 

Mi.  "Noi.ax.  Onr  next  witness  is  Mt.  James  Allen.  rural  develop- 
mpnt  proie--?  director.  "National  Association  of  Farmworkers  Orga- 
Tiizahnns. 

Thank  yoi:  very  much  for  eominp.  Mr.  Allen. 

STATEMENT  OF  JAKES  ALLEN.  RURAL  DEVELOPMENT  PROJECTS 
DIRECTOR.  NATIONAL  ASSOCIATION  OF  FARMWORKER  URBANI- 
ZATIONS 

Mt  At.t.fn.  Thank  vor,.  Mr  Chairman  and  members  of  the  snb- 
rrimmittiM  .  Alv  name  is  James  Allen.  I  rep*-esent  the  National  As- 
nopiiirim  of  Farmworkers  Organizations— NAFO.  I  would  like,  to 
than;  th»-  snhfommittei  for  this  opportunity  to  express  our  opinions 
a  wpn^entafivo-  of  farmworkers  on  these  two  important  pieces  of 
leriRiiitimi.  fl.Tl.  Wtffc-,  nnd  U.K.  10ftS:i. 

Fim.  we  are  pleased  at  the  interest  expressed  by  this  lejrislatiffli 
in  the  development  of  rural  America.  We  basically  a^ree  with  the 
jntant  of  the  legwilqrinn  hut  Ti«>  **  representatives  of  a  part  of  runl 
Am* 

t :   the  undeniable  urban  orientation 
lem>  in  both,  these  bills.  The  urban 

ral  Community  T)evelopment  Act 

oncertinc. 
Hty  is  that  farmworkers  have  tra- 

I  as  an.   important  part  of  nnul 

enr  of  the  agricultural  industry. 
ft*r.   faile*;   to  see   farmworkers  as 

Is  have  forentten  to  include  their 
Pftinmnniiv  development  and  have  failed  to 
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seek  their  representation  in  groups  which  represent  rural  America. 
We  fear  that  these  two  acts  may  not  correct  this  oversight. 

We  would  suggest  that  the  Federal  Rural  Development  Council 
(H.R.  10885,  sec.  1  (9)  (c))  include  private  citizens  from  rural 
America  as  representatives.  Small  farmers,  farmworkers,  and  rural 
businessmen  would  add  a  great  deal  of  perspective  which  would  pro- 
mote a  real  understanding  of  rural  needs  and  not  just  a  "rehashing" 
of  each  Department's  policy  toward  rural  development.  We  would 
suggest  that  the  Federal  Rural  Development  Advisory  Committee 
specifically  mention  farmworkers  as  representatives  and  not  just  as- 
sume that  the  inclusion  of  "other  groups"  is  sufficient  to  assure  their 
representation.  It  should  be  a  priority  to  have  a  wide  representation 
of  the  different  segments  of  rural  America  so  that  all  have  the  op- 
portunity to  present  their  opinions  on  the  development  policy  of 
rural  America. 

Our  concerns  about  the  Rural  Community  Development  Act  (H.R. 
9983)  are  similar  in  that  we  would  like  to  see  more  diverse  repre- 
sentation of  interests.  The  act's  intent  to  promote  the  social,  eco- 
nomic, and  physical  vitality  of  small,  rural  communities,  and  to 
insure  that  the  benefits  which  accrue  from  the  promotion  of  these 
interests  benefit  all  equally  is  an  excellent  sentiment.  Yet,  we  are 
convinced  that  this  will  not  happen  naturally.  All  interests  have 
not  traditionally  been  weighed  equally.  We  should  be  sure,  for  ex- 
ample, that  in  a  small  community  in  which  30  percent  of  the  popu- 
lation are  predominantly  Spanish-speaking,  a  grant  proposal  for  a 
health  clinic  will  include  several  Spanish-speaking  employees  or  it 
is  not  serving  the  needs  of  the  whole  population  of  the  community. 

We  stress  that  a  community  grant  application  to  the  Secretary 
is  carefully  evaluated  for  its  responsiveness  to  the  necessities  of  the 
whole  necessities  of  the  whole  community  and  that  it  provides  for 
a  complete  plan  of  development.  By  this  we  mean  that  if  the  pro- 
gram includes  the  elimination  of  "slum"  areas,  that  it  also  include 
not  only  a  provision  for  housing  of  these  displaced  persons  and 
housing  in  the  same  area  or  near,  but  above  all,  some  type  of  sub- 
sidization for  those  unable  to  afford  the  alternative  housing  pro- 
vided. We  understand  the  communities  desire  for  removing  "slums" 
from  their  areas,  but  we  also  recognize  that  the  people  living  in 
those  slums  are  often  farmworkers.  Farmworkers  as  well  as  other 
rural  poor,  have  nowhere  to  go  if  their  "blighted"  housing  is  de- 
stroyed. They  are  as  much  a  part  of  rural  America  as  rural  land- 
lords, businessmen,  or  farmers  and  we  should  be  as  cognizant  of 
their  future  as  we  are  of  any  other  group.  If  landlords  can  be  sub- 
sidized for  rent  lost  while  providing  housing  for  displaced  persons, 
it  certainly  makes  sense  to  provide  comparable  subsidizes  for  alterna- 
tive housing  to  those  tramatized  by  the  loss  of  their  homes.  The  point 
here  is  to  avoid  the  injustice  and  problems  created  by  some  urban 
renewal  programs. 

H.R.  9983  provides  for  a  "written  citizen  participation  plan"  and 
open  hearings  which  are  supposed  to  encourage  submission  of  views 
and  proposals  particularly  by  citizens  of  low  and  moderate  incomes. 
The  presumption  that  this  will  be  an  effective  manner  of  assuring 
representation  of  all  interests  in  the  final  proposal  submitted  to  the 
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Secretary  assumes  that  everyone  in  the  community  is  equally  capable 
of  impacting  on  the  decision  process.  Our  experience  leads  us  to 
believe  that  this  is  a  false  assumption.  To  assure  the  equal  protection 
of  all  interests,  we  would  propose  that  the  views  and  proposals  sub- 
mitted to  the  communities  by  individuals  should  be  available  to  the 
Secretary  in  evaluating  the  grant  program.  It  should  be  immediately 
suspect  if  the  proposals  include  a  project  which  would  directly  im- 
pact on  low  income  people  yet  there  are  no  comments  submitted  by 
those  affected.  If  proposals  are  submitted  without  input  from  the 
affected  population,  the  local  areawide  agency  responsible  for  re- 
viewing proposals  should  assume  the  responsibility  of  soliciting 
comments. 

Regarding  H.K.  9983,  section  5(c),  we  believe  that  no  preference 
or  special  consideration  should  be  given  to  existing  (immunity  devel- 
opment programs,  but  rather  to  new  and  needy  communities  which 
have  not  been  given  a  prior  opportunity  to  develop  their  locality. 

In  section  6(8)  (A),  transportation  should  be  included  as  part  of 
a  community  development  program.  It  is  not  of  much  help  to  the 
residents  of  a  community  if  child  care  centers,  health  care  facilities, 
et  cetera,  are  provided  by  the  community  yet  residents  have  no 
way  to  reach  these  facilities.  Lack  of  rural  transportation  poses  a 
serious  handicap  to  the  rural  communities  and  efforts  should  be 
made  to  eliminate  this  problem. 

Last,  in  section  9(a),  the  nondiscrimination  clause  should  include 
marital  status  as  a  classification.  This  inclusion  would  point  out  the 
necessity  of  a  community  to  recognize  the  diversity  of  family  struc- 
tures and  would  allow,  tor  example,  women  as  the  head  of  a  house- 
hold to  be  considered  legitimate  entities  in  rural  America. 

Thank  you  for  giving  NAFO  the  opportunity  to  testify.  We  know 
our  comments  have  been  appreciated. 

Mr.  Nolan.  Let  me  thank  you  and  assure  you  that  your  sugges- 
tions will  be  given  careful  consideration  by  this  subcommittee. 

Mr.  Grassley,  do  you  have  any  questions? 

Mr.  Grassley.  I  want  to  thank  you,  too,  and  put  in  this  little  side 
comment.  I  think  this  is  for  the  chairman  as  well.  We  work  kind 
of  hard,  maybe  too  much  in  a  vacuum,  to  get  a  bill  put  together 
that  we  think  will  take  care  of  all  the  problems  of  rural  America. 
It  takes  somebody  like  you,  and  appreciably  so,  to  call  attention  to 
some  of  the  shortcomings  we  provide  in  the  bill.  You  did  a  good 
job  of  that. 

Mr.  Allen.  Thank  you,  sir. 

Mr.  Nolan.  Our  next  witness  is  Mr.  A.  L.  Hydeman,  Jr.,  secre- 
tary, Pennsylvania  Department  of  Community  Affairs,  and  president 
of  the  Council  of  State  Community  Affairs  Agencies,  accompanied 
by  Joe  Marinich,  the  executive  director  and  Gene  Eisman,  senior 
staff  member. 

Gentlemen,  we  welcome  you. 

[The  prepared  statement  and  attachment  thereto  submitted  by  Mr. 
Hydeman  follows:] 
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Testimony  Prepared  for  Delivery  By: 


Albert  L.  Hydeaan,  Jr.,  President 
Council  of  State  Community  Affairs  Agencies 


I  am  Albert  L.  Hydeman,  Jr. ,  Secretary  of  the  Apartment  of  Community 
Affairs  of  the  Commonwealth  of  Pennsylvania.  I  am  also  President  of  the 
Council  of  State  Community  Affairs  Agencies  (COSCAA),  and  1t  1s  1n  that  capacity 
that  I  speak  today. 

COSCAA  1s  the  national  organization  representing  the  state  executive 
branch  agencies  responsible  for  a  variety  of  local  assistance  functions  1n 
housing,  community  development,  economic  development,  planning,  training, 
and  technical  assistance.  These  agencies  are  commonly  called  "Departments 
of  Community  Affairs'*  or  "DCAs;N  almost  all  states  now  have  a  cabinet-level 
department  or  major  agency  responsible  for  these  local  assistance  functions. 

Of  the  two  bills  before  you,  I  plan  to  concentrate  on  H.R.  10885,  the 
Rural  Development  Policy  Act,  but  I  will  also  make  some  general  comments  on 
H.R.  9983,  the  proposed  Rural  Community  Development  Act. 

I  am  also  submitting  a  chart  which  shows  the  functions,  capabilities,  and 
budgets  of  departments  of  community  affairs  1n  47  states.  It  1s  my  under- 
standing that  the  National  Governors'  Association  will  submit  a  statement  to 
the  Subcommittee  in  the  near  future  on  the  two  bills.  COSCAA  has  worked  closely 

with  the  NGA  Subcommittee  on  Small  Cities  and  Rural  Development,  COSCAA  also 
has  a  rural  development  subcommittee. 

In  reviewing  the  proposed  Federal  Rural  Development  Policy  Act  of  1978, 
and  the  comments  1n  the  Congressional  Record  by  your  Committee  Chairman  on 
Its  purposes,  COSCAA  finds  Itself  1n  complete  accord  with  the  legislation's 
goal.  It  is  clear  to  us  that,  1f  the  Secretary  of  Agriculture  is  to  carry 
out  the  highly  desirable  goal  of  coordinating  disparate  federal  resources 
available  for  rural  development,  the  new  mechanism  proposed  1n  the  Policy  Act 
1s  needed. 
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The  Rural  Development  Act  of  1972  charged  the  Secretary  of  Agriculture 
with  certain  responsibilities  -  executive  branch  coordination  of  a  nationwide 
rural  development  program  -  but  left  him  without  a  vehicle  with  which  to 
accomplish  this  mandate.  The  Secretary  of  Agriculture  was  also  unfortunately 
left  without  funds  to  implement  the  1972  Act,  but  that  particular  omission  was 
the  result  of  decisions  by  the  national  administration. 

The  need  for  creation  of  a  Federal  Rural  Development  Council,  as  proposed 
in  H.R.  10885,  cannot  be  denied.  We  support  the  proposed  duties  of  that 
Council:  to  assist  the  Secretary  of  Agriculture  to  "maximize  coordination  and 
effectiveness  of  the  various  Federal  progr?;ns  affecting  rural  areas"  by 
eliminating  "conflicts  between  such  programs  as  well  as  duplication  and  gaps 
in  program  coverage,  and  resolve  contradictions  and  inconsistencies  in  the 
objectives,  administration,  and  effects  of  such  programs." 

This  legislation  would  also  mandate  development  by  the  Council  of  a 
coordinated,  comprehensive  economic  development  strategy  for  rural  America 
for  the  next  five  years. 

A  primary  concern  of  COSCAA  is  the  delivery  of  rural  development  services 
within  the  framework  of  a  rational,  carefully  developed  national  growth  policy. 
Over  the  past  few  months,  a  great  deal  of  discussion  has  been  devoted  to  both 
the  need  for  such  a  policy  and  the  Improvement  of  service  delivery. 

Among  the  states,  this  discussion  has  lead  to  the  conclusion  that  any 
meaningful  national  growth  policy  must  contain  a  major  role  for  the  states. 
We  believe  that  the  states  have  earned  such  a  role,  based  on  their  past  per- 
formance, and  that  they  are  prepared  to  carry  out  that  role,  using  their 
considerable  resources.  Later  in  my  testimony,  I'll  discuss  specifically  what 
some  states  have  accomplished  in  rural  development. 
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The  point  I  want  to  emphasize  here  1s  that  the  proposed  Federal  Rural 
Development  Council  consists  of  21  members,  all  of  them  representing  Federal 
agencies.  COSCAA  believes  1t  1s  vital  that  provision  be  made  1n  the  Rural 
Development  Policy  Act  for  a  strong  voice  for  the  states,  and  for  other 
non- federal  groups  which  have  a  strong  stake  in  rural  development. 

The. best  way  to  accomplish  this  appears  to  be  full  utilization  of  the 
Federal  Rural  Development  Advisory  Committee,  which  the  proposed  legislation 
creates.  The  Advisory  Committee  would  consist  of  representatives  of  the  states, 
regional  and  local  government,  farmers,  rural  residents,  and  others  with  exper- 
tise 1n  local  matters.  The  Committee  members  would  be  named  by  the  President 
of  the  United  States. 

COSCAA  strongly  supports  the  creation  of  the  Advisory  Committee,  and 
hope  that  the  Secretary  of  Agriculture  will  make  full  use  of  its  recommendations 
on  rural  development. 

We  also  recommend  that  Congress  Insert  language  in  the  proposed  legisation 

to  provide  for  grants  to  states  which  desire  to  coordinate  rural  development 

within  their  borders.  This  addition  might  contain  wording  as  follows: 

State  Rural  Development  Coordination.  Sec.  The  Secretary  of 

Agriculture  and  Rural  Development  may  make  grants,  1n  accordance 
with  such  regulations  as  he  may  prescribe,  to  any  state  which  de- 
sires to  establish  and/or  maintain  an  office  or  other  mechanism 
to  plan  for  and  coordinate  rural  development  within  such  state, 
Including  the  utilization  of  Federal  funds  within  such  state. 

The  December  22,  1977  Discussion  Draft  of  this  legislation  contained 
similar  language,  but  it  was  not  Included  1n  H.R.  10885  as  introduced. 

Finally,  even  though  the  Administration  did  not  request  funding  for  FY 
79,  we  support  the  proposed  Increase  1n  authorization  for  the  Section  111  Area 
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Development  Assistance  Planning  Grants  to  $50  million  from  the  current  level 

of  $10  million.    However,  we  have  strong  reservations  about  the  direction  that 

this  program  appears  to  be  taking.     In  a  joint  letter  sent  earlier  this  month 

to  USDA  Assistant  Secretary  Mercure,  COSCAA  and  the  National  Governors' 

Association  said  they  understood  that  USDA  staff  currently  plans  to  fund  grants 

in  only  some  states,  perhaps  as  few  as  5  or  10.     We  think  that  all  states  that 

want  to  be  funded  directly  or  play  a  role  in  this  program  should  be  enabled  to  do  so. 

I  want  to  turn  now  to  H.R.  9983,  the  proposed  Rural  Community  Development  Act  of 
1978.     The  major  provision  of  this  legislation  is  the  transfer  from  the 
Department  of  Housing  and  Urban  Development  (HUD)  to  USDA  of  community  develop- 
ment funding  for  communities  under  20,000  population  in  nonmetropolitan  areas. 

When  COSCAA  reviewed  this  proposal,  we  were  confronted  with  a  dichotomy; 
Our  members  have  noted  with  considerable  pleasure  the  increased  responsiveness 
of  the  Farmers  Home  Administration  (FmHA)  in  working  to  deliver  needed  rural 
services. 

But,  at  the  same  time,  we  must  have  serious  doubts  about  any  legislation 
which  would  split  the  current  HUD  Small  Cities  Program  into  two  parts  —  one 
for  non-metro  communities  of  50,000-20,000  population,  to  remain  in  HUD,  and 
another,  to  be  administered  by  USDA,  for  those  20,000  and  below. 

In  the  end,  COSCAA  cannot  endorse  the  proposed  transfer  —  at  least  at 
this  time.     Our  reasons  are  basically  simple  —  HUD  currently  has  the  adminis- 
trative mechanism  for  the  Small  Cities  Program  in  place,  and  HUD  has  the  exper- 
ience of  having  operated  the  community  development  program  for  small  communities 
for  some  time. 

In  addition,  we  believe  that  USDA  has  had  relatively  little  experience 
to  date  in  working  with  state  and  local  governments  for  delivery  of  community 
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development  services,  as  compared  to  HUD;  USDA  field  staff  have  United 
expertise  in  community  development  programs  versus  agricultural  programs. 

To  assign  part  of  the  Small  Cities  mission  to  USDA  would  result  in 
additional  administrative  costs  and  duplication  of  staff  already  in  place 
at  HUD.     COSCAA  does  not  think  that  such  duplication  in  staff  and  adminis- 
trative costs  could  be  justified  at  this  time. 

However,  I  do  not  want  to  leave  this  subject  without  two  additional 
thoughts.    COSCAA  was  extremely  gratified  to  hear  USDA  Secretary  Bergland's 
comments  to  the  White  House  Conference  on  Balanced  National  Growth  and 
Economic  Development  that  FmHA  delivery  capabilities  -  utilizing  existing 
FmHA  programs  -  would  be  significantly  Improved.    We  particularly  welcomed 
his  announced  Intention  to  establish  direct  lines  of  communication  with  state 
government  officials  responsible  for  community  development  programs. 

Those  of  us  at  the  state  level  can  already  see  Important  improvements  in 
the  willingness  of  FmHA,  under  Gordon  Cavanaugh,  to  work  with  states.     This 
was  not  always  the  case  --  for  years,  we  in  Pennsylvania  had  difficulties  in 
getting  FmHA  to  respond  to  our  entreaties  and  offers  to  help  improve  their 
rural  housing  services  1n  our  state. 

Finally,  I  should  say  that  it  1s  possible,  given  Secretary  Bergland's 
Intentions  with  regard  to  FmHA  and  a  successful  Implementation  of  the  proposed 
Federal  Rural  Development  Policy  Act,  that  at  some  future  point  we  may  want  to 
consider  the  transfer  of  certain  community  development  functions  from  HUD  to 
USDA. 

The  last  issue  I  wanted  to  discuss  today  1s  the  critical  need  to  Improve 
the  Federal  delivery  system  at  the  state  and  local  level  in  order  to  achieve 
rural  development  goals. 
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Some  recent  examples  give  an  Idea  of  what  can  be  accomplished. 

In  an  attempt  to  Improve  the  delivery  of  rural  housing  and  development 
resources  to  hard-to-reach  rural  low-Income  residents,  FmHA  joined  with  HUD 
In  1977  to  select  four  states  to  undertake  demonstration  projects  In  housing 
and  community  development.    The  States  of  California,  Colorado,  Illinois, 
and  West  Virginia  were  selected  from  the  30  states  that  competed  for  the 
demonstration  funds.     Basically,  these  states  have  devised  delivery  systems 
in  which  the  disparate  resources  available  from  federal,  state,  and  local 
governments  and  private  sources  will  be  packaged  for  coordinated  implementation 
in  targeted  areas  of  the  states. 

This  involves  coordination  among  the  State's  Department  of  Community 
Affairs,  the  State  Housing  Finance  Agency,  any  special  state  housing  and 
community  development  programs,  the  HUD  programs,  private  non-profit  organiza- 
tions, and  FmHA.     Under  an  evaluation  contract  with  HUD  and  USDA,  COSCAA  will 
be  monitoring  the  progress  of  these  four  states  with  a  specific  objective  of 
assisting  HUD  and  USDA  in  transferring  the  successful  approaches  to  other  states. 

The  fact  that  a  large  number  of  states  had  an  Interest  1n  this  demonstration 
and  are  carrying  out  their  own  initiatives  in  this  area  shows  the  need  for  the 
establishment  of  formal  and  substantive  cooperation  agreements  between  USDA/ 

FmHA  and  the  state  governments.     It  also  underscores  the  particular  timeliness 
of  Secretary  Bergland's  remarks,  which  I  mentioned  earlier. 

Historically,  USDA  has  operated  Its  programs  Independently  of  state  and 
local  governments  through  an  extensive  field  network.     We  feel  that  this  field 
network  Is  now  out  of  tune  with  the  significant  expansion  of  state  and  local 
governments'  capability  to  plan  for  and  Implement  housing  and  development 
programs.     For  instance,  prior  to  late  1977,  FmHA  used  historical  expenditure 
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levels  versus  actual  need  for  interstate  allocation  of  resources. 
Determination  of  who  gets  assistance  is  still  left  up  to  the  county,  district 
and  state  offices.     Yet,  states  and  localities  have  developed  allocation  mech- 
anisms which  should  be  used  by  FmHA  to  target  assistance  more  effectively. 

We  believe  that  this  should  be  changed  by  coordinating  FmHA  allocations  with 
the  planning  and  priority-setting  activities  of  state  and  local  governments. 
Such  cooperation  could  then  draw  upon  the  various  policies  and  plans  that 
states  have  devised,  such  as  those  developed  through  the  HUO  requirements  for 
Housing  Assistance  Plans  and  land  use  planning,  as  well  as  state  priority- 
setting  efforts  undertaken  independent  of  federal  programs. 

Coordinating  FmHA  programs  with  state  policies  and  programs  for  resource 
allocations  and  development  activities  will  result  In  more  effective  use  of 
scarce  federal,  state,  and  local  resources.    The  need  for  better  cooperation 
and  coordination  is  illustrated  by  the  fact  that  many  rural  areas  are  not  served 
by  local  housing  authorities.     Yet  some  state  agencies  with  statewide  authority 
can  play  this  role  and  provide  a  delivery  system  for  FmHA  programs.     States  now 
do  this,  and  also  provide  technical  assistance  and  training  for  many  existing 
local  authorities  which  are  understaffed. 

In  addition  to  housing,  water  and  sewer  programs  obviously  could  be  dealt 
with  in  an  improved  federal-state  working  relationship.     Over  one-half  of  the 
States  have  their  own  grant  and/or  loan  programs  to  aid  rural  areas  in  develop- 
ing such  essential  community  facilities. 

I  think  this  discussion  of  FmHA  and  the  states  makes  an  important  point: 
States  have  enormous  potential  to  help  the  Federal  Government  target  its  resources. 

Too  often,  we  find  that  Federal  agencies  are  not  coordinating  with  each 
other,  and  are  working  at  cross -purposes.     States  have  the  ability  to  resolve 
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these  problems  and  assist  the  Federal  Government  In  delivering  services  where 

they  are  needed  without  waste  and  duplication. 

I  want  to  close  my  testimony  by  quoting  from  the  Statement  of  the  NGA 

Subcommittee  on  Small  Cities  and  Rural  Development,  chaired  by  Governor  James 

Hunt  of  North  Carolina.  I  think  this  Statement  summarizes  well  the  case  that 

a  strong  policy  role  for  the  states  is  critical  for  the  successful  Implementation 

of  a  national  growth  policy. 

Coordination  of  agency  programs  and  targeting  of  public  funds  cannot  be 
done  well  from  Washington.  We  must  get  the  most  impact  from  limited  and 
independent  dollar  flows  to  states.  To  assure  this,  the  Governor  has  to 
manage  the  use  of  federal  programs  and  dollars  together  with  state  pro- 
grams and  dollars. 

State  development  strategies  give  the  Governor  a  potent  management  tool. 
A  state  development  strategy  can  direct  funds  to  areas  of  special  need 
or  opportunity.  It  can  define  the  role  which  small  cities  (and  big 
cities)  will  play  within  each  state  to  achieve  balanced  growth. 

Other  Governors  have  spoken  of  a  greater  state  policy  role  in  relation 
to  Commerce  and  HUD  programs.  A  similar  opportunity  exists  for  Agri- 
culture in  carrying  out  Sections  111  and  603  of  the  Rural  Development 
Act.  This  authority  can  be  used  to  build  in  state  decision-making  on 
the  use  of  community  and  economic  development  funds  from  the  Farmers 
Home  Administration.  Or,  it  can  be  used  to  perpetuate  the  current 
practice  of  ignoring  state  policies  in  making  public  Investment  decisions. 

I  thank  you  for  this  opportunity  to  present  the  views  of  COSCAA  on  the 
matters  before  you. 


(The  attachment  follows.) 
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Table  I 
Survey  of  DCAs'  Functions .Capacities  and  Budgets 


In  a  1977.C0SCAA  survey  of  all  States  to  determine  their  community 
affairs  activities*  47  States  responded;  those  not  responding  were  New 
Hampshire,  Nevada  and  Hawaii.  The  information  below  is  a  summation  of 
the  responses. 


Program  Activities: 

Number  of  States 

45 
31 
34 
45 
39 
41 
45 
36 

32 

26 


Activity 

Local  and  regional  planning  assistance 

General  management  assistance 

Some  type  of  housing  services 

Research  or  policy  analysis 

Coordinate  State  agency  activities 

Supportive  serivces  for  intergovernmental  relations 

Advocate  local  interests 

Assistance  in  the  Federal  Community  Development 
Block  Grant  Program 

EDA  302  program  and  related  economic  development 
assistance 

General  revenue  sharing  assistance 


Staffing  Capacities: 

Total  Staff  -  5660 

Assignments  for  specific  functions  are  as  follows: 


Various  housing  assistance 

Research  and  Policy  Analysis 

Coordination  of  State  agency 
activities 

Intergovernmental  relations 

Legislative  development 

Economic  development  (including 
industrial  attraction  and  tour- 
ism) 

Disaster  assistance 

Local  government  regulation 

Minority- oriented  programs 

Human  services 


510 
278 

162 
170 
163 


270 
130 
101 
133 
965 
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Technical  assistance  as  follows: 


General  management 

•215 

Financial  management 

126 

Community  Development 

Block  Grant 

96 

Local  and  regional 

planning 

405 

Urban  development 

96 

Downtown  development 

80 

Budget  Information 

The  budgets  of  DCAs  total  $19082,565,000. 

Operating  budgets  of  alt  responding  DCAs  total  $553,913,000 

State  DCA  appropriations  are  $326,069,000 

Federal  funds  provide  DCAs  with  $214,056,000 

Program  revenue  (publication  sales,  training  programs,  etc.)  provides 
DCAs  with  $13,788,000 

DCAs  pass  through  $428,064,000  of  State  and  Federal  funds  to  local  units 

DCAs  have  $100,588,000  of  flexible  State  funds  for  program  purposes 
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Mr.  Nolan.  Thank  you  very  much. 

Mr.  Grassley. 

Mr.  Grassley.  Is  there  a  general  feeling  within  your  organization 
that  too  much  of  the  Federal  programs  go  directly  to  the  local  com- 
munities; would  this  influence  your  feeling  toward  the  bill  that  I 
am  the  main  sponsor  of? 

Mr.  Hydeman.  Congressman  Grassley,  we  think  that  too  many 
Federal  programs  go  to  too  many  disparate  groups,  not  just  the 
local  governments.  HEW  programs  go  to  States,  Housing  and  Com- 
munity Development  programs  go  to  local  governments,  other  pro- 
grams go  to  nonprofits.  We  think  that  the  current  distribution  of 
Federal  funding  is  such  a  hodgepodge  that  we  are  not  getting  the 
best  "bang  for  the  buck." 

Mr.  Grassley.  This  kind  of  contributes  to  that  hodgepodge? 

Mr.  Htdeman.  I  think  that  it  does. 

Mr.  Grassley.  From  that  standpoint,  though,  you  would  have  the 
same  criticism  of  a  program  even  in  the  Department  of  Housing 
and  Urban  Development? 

Mr.  Hydeman.  Yes,  sir,  we  do.  ^^^ 

Mr.  Grassley.  Now  suppose  I  accepted  your  theory  that  HUD  is 
already  prepared  to  do  this  and,  consequently,  you  are  just  dupli- 
cating efforts  and  maybe  putting  it  in  a  department  that  is  not 
equipped — in  your  judgment — to  handle  it.  You  cited  the  bad  ex- 
ample you  had  in  your  State  and  maybe  that  is  legitimate,  although 
I  would  ask  you  not  to  judge  the  whole  country  and  Farmers  Home 
all  over  the  country  by  this.  But  let's  suppose  that  we  accepted  that. 
Sometimes  in  a  matter  of  public  policy  you  are  forced  into  a  posi- 
tion of  a  tradeoff ;  what  is  really  the  best  way  to  do  something  even 
though  it  is  not  the  most  ideal. 

I  think  here  that  we  have  on  the  one  hand  what  I  refer  to  con- 
stantly a9  an  urban  bias  within  Housing  and  Urban  Development. 
Consequently,  there  is  not  the  concern  that  we  ought  to  have  for  the 
small  towns  and  small  cities  and  rural  areas  of  Iowa.  On  the  other 
hand,  you  might  have  Farmers  Home  which  in  your  judgment  is  not 
equipped  to  do  this,  but  I  consider  that  they  have  quite  a  sensitivity 
toward  the  problems  of  rural  areas.  They  have  the  people  out  there 
at  the  local  level  who  deal  constantly  with  the  small  towns  and 
communities. 

On  the  other  hand,  HUD  does  not  have  anyone  except  maybe  in 
the  capital  city  of  a  State.  In  our  particular  State  they  want  to 
move  it  out  of  there  and  move  it  to  Omaha.  Then  you  get  further 
away  even  though  we  have  two-thirds  of  the  projects  in  our  State. 

You  have  these  tradeoffs  and  maybe  even  though  it  is  not  ideal, 
at  least  what  we  are  trying  to  do  is  get  away  from  the  urban  bias 
and  get  it  into  a  department  that  has  some  sensitivity  about  the 
small  communities  and  rural  areas. 

Mr.  Hydeman.  Mr.  Grassley,  I  am  opting  for  the  same  thing  you 
are  but  a  little  differently.  I  am  going  to  state  a  fact  to  you :  Penn- 
sylvania has  the  largest  rural  population  in  the  country;  Pennsyl- 
vania has  the  largest  rural  poor  population  in  the  country.  I  am 
the  secretary  of  the  Pennsylvania  Department  of  Community  Af- 
fairs which  is  supposed  to  be  an  urban  department.  Much  of  our 
money  goes  to  help  small  rural  communities. 
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There  are  other  DC A's  across  the  country  which  have  the  same 
capabilities  that  we  do.  Give  us  an  opportunity  to  develop  rational 
development  policies.  Channel  the  money  through  the  States  and 
you  will  get  what  you  are  looking  for  without  the  kind  of  concerns 
that  we  currently  have  with  dichotomizing  further  Federal  funding. 
I  think  I  answered  your  question  in  a  short  version. 

Mr.  Grasslet.  I  think  you  did  well  and  it  is  something  for  us 
to  consider. 

I  guess  maybe  in  order  to  accomplish  things  hurriedly  around 
here  you  have  to  take  the  easiest  and  most  simple  route.  As  un- 
sophisticated as  that  sounds,  sometimes  it  is  a  practical  necessity. 

But  again,  your  organization  calls  our  attention  to  things  we 
ought  to  consider  in  finding  alternative  routes.  I  am  convinced  that 
you  have  the  same  end  that  we  do. 

Mr.  Htdeman.  We  do  have  the  same  end,  Congressman,  and  we 
would  be  happy  to  aid  your  subcommittee  in  any  way  we  can.  We 
think  that  we  have  throughout  the  40  State  members,  that  are^  cur- 
rently members  of  COSCAA,  cabinet-level  officers  and  staff  with  a 
great  deal  of  expertise  that  could  be  of  help  to  the  Congress — and 
maybe  not  taking  a  shortcut  but  taking  the  long  road  to  more  suc- 
cessful use  of  Federal  funds. 

Mr.  Nolan.  Thank  you  very  much,  gentlemen. 

Our  next  witness  is*  Mr.  Jim  Hammond,  member,  Board  of  Di- 
rectors of  the  National  Association  of  Development  Organizations. 

Mr.  Hammond,  we  welcome  you. 

STATEMENT  OF  TAMES  L.  HAMMOND,  JE.,  BOARD  MEMBER, 
NATIONAL  ASSOCIATION  OF  DEVELOPMENT  ORGANIZATIONS 

Mr.  Hammond.  Mr.  Chairman,  I  am  James  Hammond,  executive 
director  of  the  Lower  Savannah  Council  of  Governments  and  a  board 
member  of  the  National  Association  of  Development  Organizations. 

NADO  is  comprised  of  approximately  130  economic  development 
districts  throughout  the  United  States.  The  prime  purpose  of  these 
organizations  is  to  work  together  in  coordination  of  Federal  pro- 
grams, to  provide  technical  assistance  to  local  government,  and  to  en- 
courage policy  and  decision-making  for  coordinated  local  develop- 
ment. We  appreciate  this  opportunity  to  present  our  views  on  tne 
Rural  Development  Policy  Act  of  1978  and  the  Rural  Community 
Development  Act  of  1977. 

First,  we  would  like  to  comment  on  the  Rural  Development  Policy 
Act.  We  are  in  general  agreement  with  the  creation  of  the  Federal 
Rural  Development  Council  and  concur  that  more  emphasis  should  be 
given  to  rural  development.  It  is  clearly  time  to  elevate  the  status 
of  rural  development. 

We  would  be  less  than  candid,  however,  if  we  weren't  a  bit  skepti- 
cal about  the  prospect  for  coordination  of  programs  in  the  rural 
areas  by  just  the  creation  of  the  Federal  Rural  Development  Council. 
Past  experience  has  clearly  demonstrated  that  creating  another  Fed- 
eral agency  or  council  is  not  enough  to  improve  services  or  coordina- 
tion to  increase  funds  to  needed  communities.  It  will  take  a  con- 
cerned effort  by  the  members  of  the  Council  and  adequate  staffing 
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to  accomplish  the  objectives  of  this  legislation.  In  addition,  it  is  criti- 
cal that  substantial  funding — and  we  are  talking  here  in  the  neighbor- 
hood of  $50  million — of  section  111  be  available. 

Even  more  important,  the  planning  undertaken  in  this  section 
must  be  tied  to  the  funding  strategies  of  the  Rural  Community  De- 
velopment Act.  This  is  absolutely  essential.  Planning,  though  neces- 
sary and  valuable  for  problem-solving,  must  be  related  to  activities 
designed  to  carry  out  plans.  This  is  the  link  that  could  make  both 
pieces  of  legislation  successful. 

One  major  concern  to  us  in  NADO  centers  around  the  absorption 
of  the  Rural  Development  Service  by  the  Farmers  Home  Adminis- 
tration. We  are  not  convinced  that  the  Farmers  Home  Administra- 
tion has  the  capacity  to  effectively  deal  with  community  development 
planning.  This  is  evidenced  by  the  fact  that  fiscal  year  1978  was  the 
first  year  funding  was  made  available  for  section  111  and  that 
amounted  to  only  $5  million.  Even  today  we  have  no  final  regulations 
for  the  expenditure  of  these  funds.  In  addition,  there  is  no  request 
for  funds  for  the  fiscal  year  1979. 

It  makes  it  extremely  difficult  for  organizations  like  ours  to  oper- 
ate on  a  year-to-year  basis  not  having  any  idea  of  where  our  funding 
is  going  to  come  from  to  provide  those  technical  services  that  we  do 
for  the  local  governments  now.  It  is  a  bit  dreary  to  look  and  see  that 
you  have  $5  million  this  year  and  then  the  aspects  of  no  funding  at 
all  for  the  next  year. 

To  us  this  shows  little  commitment  on  behalf  of  the  U.S.  Depart- 
ment of  Agriculture  to  adequately  plan  for  expenditures  of  the  Rural 
Development  Act  or  the  proposed  Rural  Community  Development 
Act. 

At  this  point  we  would  like  to  make  a  few  comments  concerning 
the  Rural  Community  Development  Act  of  1977.  Any  legislation  di- 
rected at  solving  problems  of  rural  areas  is  important  to  us.  Rural 
community  development  has  always  been  a  stepchild  to  urban  com- 
munity development.  HUD,  since  the  inception  of  the  block  grant 
program,  has  been  basically  an  urban  program  with  little  sensitivity 
to  rural  needs.  By  this  we  refer  to  the  situation  of  80  percent  funding 
for  metropolitan  areas  and  20  percent  for  rural  areas.  Also,  HUD 
uses  the  same  program  criteria  for  both  urban  and  rural  areas.  This 
is  not  practical  or  realistic. 

We  are  also  puzzled  by  the  arbitrary  figure  of  20,000  population 
used  in  this  bill.  Where  does  a  municipality  or  county  of  21,000  to 
49,000  go  for  funding?  They  are  too  small  for  HUD  and  too  large 
for  the  Rural  Community  Development  Act. 

We  are  pleased  that  this  legislation  takes  note  of  the  special  atten- 
tion necessary  for  smaller  communities  to  apply  for  Federal  funds. 
However,  limiting  this  assistance  to  communities  of  10,000  or  less 
indicates  a  lack  of  awareness  for  a  mechanism  which  already  provides 
such  assistance.  For  example,  in  my  rural  district  we  have  &  counties 
and  44  municipalities.  Of  these,  3  municipalities  and  all  6  counties 
are  over  10,000  population ;  however,  many  of  these  still  need  the  same 
assistance  as  those  under  10,000.  Development  districts  have  quite  an 
impressive  history  of  providing  planning  and  technical  assistance  for 
local  governments  in  rural  areas.  Since  the  development  districts  are 
already  in  existence  and  have  a  proven  record  in  this  area,  it  seems 
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only  logical  to  utilize  this  vehicle.  This  could  be  achieved  by  adding 
development  districts  as  eligible  recipients  in  section  4(b). 

Our  last  point  concerns  the  use  of  standard  metropolitan  statistical 
areas  in  the  definitions  section  of  this  act.  In  the  past,  many  Federal 
agencies  have  used  SMSA  boundaries  for  programs.  Once  again  re- 
ferring to  my  district,  we  have  one  county  in  the  Aiken- Augusta 
SMSA.  Aiken  County  has  a  population  of  approximately  96,000. 
However,  there  are  eight  municipalities  in  the  county  and  all  are 
under  15,000  population.  There  are  so  few  funds  available  to  these 
communities  presently  that  this  act  would,  in  effect,  eliminate  one 
more  source  of  assistance.  We  feel  it  is  improper  to  penalize  a  rural 
area  just  because  it  is  grouped  in  an  SMSA. 

Our  recommendation  is  that  flexibility  be  used  in  defining  eligible 
areas  so  that  no  gaps  will  exist  between  areas  funded  by  HUD  and 
the  proposed  Rural  Community  Development  Act.  Also,  rural  com- 
munities in  SMSA  areas  should  not  be  excluded  from  funding  under 
this  act. 

Mr.  Chairman,  on  behalf  of  the  National  Association  of  Develop- 
ment Organizations,  I  would  once  again  like  to  thank  you  for  allow- 
ing us  to  comment  on  H.R.  10855  and  H.R.  9983. 

Mr.  Nola^.  Thank  you  very  much  for  your  testimony  and  for  the 
items  that  you  presented  for  the  subcommittee  to  consider  to  help 
perfect  this  legislation.  It  is  most  helpful. 

Our  next  witness  is  Mr.  William  Rogers,  president  of  W.  Rogers 
Co.,  Lexington,  Ky.,  representing  the  Associated  General  Contractors 
of  America. 

[The  prepared  statement  submitted  by  Mr.  Rogers  follows:] 
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Submitted  by 

William  W.  Rogers,  President 

W.  Rogers  Company 

Lexington,  Kentucky 

Mr.  Chairman,  members  and  staff  of  the  Subcommittee,  my  name  is 
William  W.  Rogers,  President  of  W.  Rogers  Company,  Lexington,  Kentucky. 
My  firm  is  involved  in  municipal  and  utilities  construction  work  through- 
out the  State  of  Kentucky.   I  am  Vice  Chairman  of  the  AGC  Municipal- 
Utilities  Division,  and  am  here  today  on  behalf  of  the  association. 

The  Associated  General  Contractors  of  America  is  a  national 
association  representing  more  than  8,300  general  construction  firms. 
These  firms  perform  approximately  60  percent  of  the  annual  contract 
construction  volume  in  the  United  States,  and  represent  the  full  range 
of  the  industry,  including  the  construction  of  highways,  buildings, 
municipal  and  utilities  facilities,  heavy  and  industrial  projects. 

We  wish  to  comment  on  a  subject  of  vital  concern  to  many  of  our 
members,  and  the  communities  and  rural  areas  where  they  work.   Thou- 
sands of  AGC  contractor  members  live  and  work  in  rural  areas,  and 
many  of  these  are  directly  involved  in  projects  for  the  Department  of 
Agriculture  through  its  various  agencies  and  programs.   The  subject 
of  rural  development  is  of  prime  concern  to  them  as  it  is  to  our  entire 
industry. 

First,  let  it  be  noted  that  our  interests  in  rural  development  are 
not  singular  in  nature.   Certainly  rural  development  means  growth,  and 
it  will  spawn  construction  work  and  jobs  directly  resulting  from  such 
growth.   However,  as  the  country's  largest  industry  we  are  extremely 
concerned  with  the  growth  and  development  of  the  nation  as  a  whole. 
Indeed,  the  economic  and  social  vitality  of  America  is  closely  reflected 
in  the  health  of  its  construction  industry.   If  one  geographic  or  social 
segment  of  America  falls  behind  and  is  neglected  #  it  is  not  long  before 
the  economy  of  the  entire  nation  is  affected. 
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For  these  reasons  A6C  commends  Representative  Grassley,  Represen- 
tative Nolan  ,  and  the  members  and  staff  of  this  Subcommittee  for  their 
efforts  to  encourage  a  more  balanced,  cohesive  national  growth  policy 
for  America.   Our  economic  system  cannot  exist  without  a  viable  rural 
community,  and  it  is  surely  time  that  national  attention  is  focused 
on  rural  America.  We  are  all  familiar  with  the  plight  of  urban  centers. 
Slums,  decay  of  central  business  districts,  reduced  public  services, 
unemployment,  and  eroding  tax  bases  are  well  known  problems,  and  they 
must  be  solved.  We  should  remember,  however,  the  tremendous  flight 
of  rural  residents  to  urban  centers  in  the  Forties  and  Fifties  played 
a  significant  role  in  the  economic  and  social  decline  of  our  cities. 
We  now  see  a  reversal  of  this  trend,  and  we  should  be  prepared  to  pro- 
vide the  needed  facilities  for  the  growth  and  increased  population  of 
rural  areas. 

It  is  time,  and  it  is  in  the  national  interest,  to  view  the.  problems 
of  urban  and  rural  America  as  a  whole.   Both  suffer  or  benefit  from  the 
economic  and  social  conditions  of  the  other,  and  one's  problems  cannot 
be  attacked  while  ignoring  the  other.   Accordingly,  AGC  firmly  endorses 
the  principles  embodied  by  the  Rural  Development  Policy  Act  of  1978. 
Although  we  are  generally  skeptical  of  the  benefit  of  new  federal  agencies, 
bureaus  and  councils,  the  establishment  of  a  Rural  Development  Policy  Coun- 
cil, as  provided  in  H.R.  10885,  is  a  timely  step  toward  a  needed  resolu- 
tion of  rural  policy  objectives. 

The  number  and  fragmentation  of  federal  programs  impacting  rural 
areas  is  confusing  at  best,  and  the  lack  of  a  definitive  development 
policy  should  be  an  embarassment  to  the  Administration.  AGC  believes 
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that  the  Rural  Development  Act  of  1972  provided  the  vehicle,  through 
the  Department  of  Agriculture,  for  leadership  and  coordination  in  rural 
programs.  Unfortunately,  subsequent  events  have  shown  that  our 
government  has  not  utilized  this  vehicle,  and  federal  policy  remains 
cloudy,  with  no  general  leadership  or  responsibility  among  the  agencies 
or  departments  for  rural  growth  and  development  assistance.   Coordination 
of  efforts  and  objectives  is  badly  needed,  and  enactment  of  H.R.  10885 
will  go  a  long  way  toward  correcting  these  problems.   We  also  endorse 
the  name  change  of  the  Department  of  Agriculture  and  the  Farmers  Home 
Administration  to  the  Department  of  Agriculture  and  Rural  Development 
and  the  Farm  and  Rural  Development  Administration.   This  move  better 
reflects  their  actual  and  potential  roles. 

Our  major  concern  with  the  legislation  is  that  the  reports  and 
recommendations  of  the  Council  and  Advisory  Committee  will  result  in 
nothing'  but  unread  paper.   This  Subcommittee  should  make  every  legis- 
lative effort  to  ensure  that  the  Secretary  and  the  Council  have  adequate 
personnel  and  financial  resources  to  devote  to  formulation  and  imple- 
mentation of  a  realistic  rural  development  policy.   Be  assured  AGC  will 
assist  in  any  way  possible  with  the  Council's  efforts  to  formulate  a 
national  rural  policy. 

The  second  measure  you  are  considering,  the  Rural  Community 
Development  Act  (H.R.  9983) ,  like  the  Policy  Act,  is  a  long  overdue 
piece  of  legislation.   We  again  commend  the  members  and  staff  of  the 
Subcommittee  for  their  concern  over  the  plight  of  rural  areas,  and  for 
taking  the  lead  in  proposing  legislation  that  attempts  to  balance  the 
development  needs  of  rural  and  urban  communities. 
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AGC  is  especially  pleased  to  note  that  H.R.  9983  takes  into 
account  the  inexperienced  and  limited  technical  and  administrative 
talent  available  at  the  rural  community  level.   In  all  fairness,  small 
rural  towns,  with  limited  personnel  resources,  should  not  be  expected 
to  carry  the  same  federal  paperwork  burden  as  large  metropolitan  cities 
with  professional  engineers,  planners  and  public  works  officials.   Com- 
pliance with  federal  laws,  rules  and  regulations  cannot  and  should  not 
be  overlooked,  but  at  the  same  time,  the  federal  grant-in-aid  process 
for  Lawrenceburg ,  Ky.  or  Beargrass,  N.C.  should  be  reduced  below  the  level 
required  for  Chicago  or  Los  Angeles. 

The  Bill  provides  that  where  circumstances  dictate,  certain  procedures 
and  requirements  may  be  waived  by  the  Secretary  of  Agriculture.   It  also 
permits  localities  to  simply  certify  that  they  are  in  compliance  with 
various  other  laws  and  regulations  -  reducing  both  the  local  and  federal 
paperwork  review  process.  We  point  out  that  a  similar  action  was  recent- 
ly taken  under  the  Water  Act  in  an  effort  to  hasten  the  EPA  grant  approv- 
al process.   The  provisions  making  policy  planning  and  administrative 
costs  grant  eligible  are  certainly  a  commendable  move,  as  is  the  section 
permitting  the  Secretary  to  perform  local  administrative  services  on  a 
reimbursable  basis.   All  in  all,  the  legislation  gives  rural  communities 
a  fairly  free  hand  in  developing  and  implementing  their  own  goals  and 
objectives,  and  AGC  firmly  supports  this  concept.  The  above  actions  will 
be  a  tremendous  incentive  for  rural  towns  to  begin  the  process  of  ful- 
filling their  social  and  economic  goals. 
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There  should  be  little  doubt  that  the  Department  of  Agriculture  is 
the  federal  agency  most  suited  to  the  task  of  providing  guidance  and 
assistance  to  rural  communities  in  their  development  programs.   This 
function  is  an  ongoing  activity  that  Agriculture  has  been  deeply  in- 
volved in  for  many  years.  As  mentioned  earlier,  AGC  contractors  per- 
form work  in  every  field  of  federally  assisted  construction,  and  I 
assure  you,  the  construction  programs  of  FmHA  are  some  of  the  best 
managed  of  any  federal  agency.  We  therefore  endorse  the  transfer 
of  HUD  Block  Grant  funds  -  those  already  dedicated  to  small  non- 
metropolitan  communities,  to  the  Department  of  Agriculture  for  admin- 
istration under  this  Act.   It  should  be  obvious  that  the  department 
designated  and  structured  to  handle  the  needs  of  rural  America  is  the 
agency  best  qualified  to  administer  federal  funds  marked  for  rural  use. 

While  discussing  fund  transfers,  we  bring  to  your  attention  the 
fact  that  Section  205  of  the  Water  Pollution  Control  Act  was  recent- 
ly amended.   The  amendment  states  that  4  percent  of  a  rural  state's 
federal  funds  under  that  Act  must  go  to  rural  municipalities.   Now 
administered  by  EPA,  we  feel  that  transfer  and  administration  of  this 
program  to  Agriculture  is  worthy  of  your  consideration.   The  precedent 
for  such  a  move  is  already  established  in  the  Water  Act  under  the 
December  1977  amendments  to  Section  208  relative  to  Agricultural  Cost 
Sharing  for  the  prevention  of  nonpoint  source  pollution. 

AGC's  full  support  of  H.R.  9983  is,  however,  tempered  by  certain' 
aspects  of  the  legislation  that  we  believe  deserve  the  Subcommittee's 
review  and  hopefully  its  modification. 
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The  Bill  is  entitled  "Rural  Community  Development  Act,"  yet  we 
note,  throughout  the  legislation,  the  extremely  extensive  emphasis 
and  priority  placed  on  social  benefits  and  housing  needs.  AGC  recog- 
nizes and  supports  the  need  for  adequate  rural  housing,  but  housing  is 
only  one  aspect  of  rural  development.   Indeed,  to  provide  and  maintain 
an  adequate  housing  stock  for  rural  residents,  public  facilities,  such 
as  water  and  sewer  services,  must  be  a  priority  objective.  The  con- 
struction of  these  and  other  public  facilities  are  basic  and  essential 
to  rural  economic  growth  and  development.   It  should  be  apparent  that 
the  continued  maintenance  of  a  privately  owned  housing  stock  further 
requires  the  development  of  employment  opportunities  for  the  people, 
for  it  is  through  employment  and  economic  revitalization  that  low  and 
moderate  income  families  can  receive  the  highest  benefit  from  rural 
development. 

Nevertheless,  the  construction  of  public  facilities  is  not  mentioned 
as  a  priority  for  receiving  a  grant  under  Application  and  Review  Re- 
quirements, Section  5(b)(2).  Even  the  goal  of  providing  employment 
opportunities  is  relegated  to  the  third  priority  under  this  provision, 
and  it  also  follows  housing  considerations  under  Section  5(a)(3).  We 
think  our  point  is  underscored  by  the  paragraph  that  states  a  three-year 
federal  grant  commitment  is  available  only  for  local  programs  that  pro- 
vide for  lower- income  housing.   I  submit  that  the  proper  planning  and 
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construction  of  water  and  sanitary  facilities,  of  flood  and  drainage 
projects,  of  neighborhood  parks,  centers  and  playgrounds,  of  streets, 
street  lighting,  and  pedestrian  malls,  and  of  a  host  of  other  public 
facilities  require  at  least  as  much  time,  or  longer,  as  housing  pro- 
jects.  Such  facilities  are  equally  and  sometimes  more  essential  to 
community  development,  and  they  should  be  given  the  same  three-year 
grant  eligibility. 

Concerning  the  employment  aspects  of  this  legislation,  AGC  has 
another  important  concern.   The  Bill,  as  mentioned  earlier,  often 
mentions  the  need  for  providing  employment  opportunities  in  rural  com- 
munities. We  would  be  remiss  in  our  duties  to  you  if  we  Cid  not  point 
out  that  the  construction  of  public  works  is  one  of  the  fastest  and 
most  efficient  means  of  reducing  unemployment.   The  Environmental  Pro- 
tection Agency  estimates  that  over  45,000  people  are  employed  per  billion 
dollar  expenditure  for  water  treatment  works  construction. 

However,  our  concern  is  of  an  even  broader  nature.   In  calling  for 
increased  rural  employment,  we  hope  and  believe  it  is  the  intent  of 
this  body,  to  rely  on  the  private,  free  enterprise  sector  for  the 
creation  of  such  jobs.   Unfortunately,  we  do  not  see  this  goal  clearly 
emphasized  in  the  legislation,  and  the  spectre  of  public  employment 
projects,  rather  than  public  works  development  projects,  detracts  from 
our  total  endorsement  of  the  legislation.  We  believe  the  provisions 
of  Section  6(8),  which  makes  public  services  directed  toward  employment 
of  persons  residing  in  such  areas  eligible  for  grants,  are  not  in  the 
best  interest  of  rural  community  development.   The  employer  of  first 
resort  should  be  the  private  sector,  and  AGC  feels  H.R.  9983  should 
better  reflect  our  Nation's  dependence  on  the  free  enterprise  system. 
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Finally  we  note  the  ever  greater  role  the  Agriculture  Department 
is  to  play  in  coordinating  and  implementing  rural  policy  and  develop- 
ment.  Agriculture,  more  specifically  the  Farmers  Home  Administration, 
is  already  understaffed,  especially  at  the  county  and  regional  levels. 
AGC  contractors  who  work  on  FmHA  projects  can  and  do  verify  the  lack 
of  adequate  FmHA  personnel.   We  hope  the  Subcommittee  will  give  full 
consideration  to  the  personnel  needs  and  administrative  costs  involved 
in  adequately  fulfilling  the  mandates  of  this  legislation. 

Gentlemen  I  thank  you  for  your  time.   This  concludes  my  remarks. 
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Mr.  Nolan.  Thank  you  very  much.  You  have  a  lot  of  good  ideas 
that  have  not  been  presented  by  any  of  the  other  witnesses.  I  am  sure 
the  rest  of  the  members  of  the  subcommittee  will  be  more  than 
anxious  to  give  them  consideration  when  we  start  marking  this  bill  up. 

I  have  no  questions.  I  want  to  thank  you  gentlemen  very  much  for 
your  excellent  statement. 

Our  last  witness  is  Mr.  Stanley  Zimmerman,  executive  director, 
National  Demonstration  Water  Project. 

We  welcome  you. 

STATEMENT  OF  STANLEY  ZIMMERMAN,  EXECUTIVE  DIRECTOR, 
NATIONAL  DEMONSTRATION  WATER  PROJECT 

Mr.  Zimmerman.  Thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  subcommittee  and  staff. 

I  want  to  speak  to  the  same  set  of  problems  that  I  have  been 
hearing  discussed  this  afternoon  but  from  a  slightly  different  vantage 
point. 

Mr.  Nolan.  Before  you  do  so,  Stanley,  I  would  like  you  to  know 
that  there  is  a  committee  mailing  list  of  people  who  are  policy 
analysts  and  examine  the  printed  copies  of  these  hearings.  Many  of 
the  other  members  are  very  good  about  reading  through  all  this  testi- 
mony. I  mention  this  because  I  want  you  to  know  that  you  are  being 
heard  by  a  larger  audience  than  it  might  appear  at  this  point. 

Mr.  Zimmerman.  I  am  very  satisfied  with  the  hearing  that  I  am 
receiving  today  both  in  the  presence  of  you,  sir,  and  the  staff  and  also 
the  fact  that  I  know  that  others  do  read  the  transcripts  of  these 
hearings. 

National  Demonstration  Water  Project — NDWP — is  a  development 
program  funded  primarily  by  the  U.S.  Community  Services  Adminis- 
tration. Its  objective  for  the  6  years  of  its  existence  has  been  to  bring 
about  necessary  reforms  in  the  national  system  for  delivery  of  water 
and  sewer  services  to  rural  residents,  particularly  low-income  fami- 
lies. In  structure,  NDWP  is  a  coalition  of  local  organizations  located 
in  all  parts  of  the  United  States  but  united  as  a  network  through 
a  board  of  directors  and  a  national  staff  in  order  to  work  toward 
that  common  objective.  We  are  pleased  that  we  have  been  asked  to 
testify  before  this  subcommittee,  and  we  believe  that  the  sharing  of 
our  field  experience  with  others  will  help  the  subcommittee  achieve 
its  purposes  in  these  hearings. 

While  we  support,  in  general,  the  two  pieces  of  legislation — H.R. 
10885  and  H.R.  9983 — the  subcommittee  is  considering,  we  prefer  to 
address  our  testimony  to  the  second  purpose  of  the  hearings  as  stated 
by  the  subcommittee  chairman : 

*  *  *  to  conduct  a  thorough  review  of  Federal  policies  and  programs  affect- 
ing rural  development  and  to  assess  the  adequacy  of  the  present  authority 
granted  to  the  Secretary  under  section  603  of  the  Rural  Development  Act  of 
1972. 

Specifically,  we  would  like  to  focus  your  attention  on  section  603 
(b)  (4),  which  directs  the  Secretary  of  Agriculture,  in  the  language 
of  a  guide  to  the  legislation  prepared  in  1976,  to  "initiate  or  expand 
research  and  development  efforts  related  to  solution  of  problems  of 
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rural  water  supply,  rural  sewage  and  solid  waste  management,  rural 
housing,  and  rural  industralization." *  The  congressional  mandate 
enunciated  in  this  section  has  never  been  adequately  implemented  be- 
cause the  Secretary  has  never  had  sufficient  financial  resources  to 
carry  out  an  innovative  and  viable  rural  development  effort.  The 
Congress  can  achieve  the  purpose  of  the  section  by  providing  to  the 
Secretary  $10  million  annually  for  research  and  development  projects. 

THE  NEED  FOR  DEVELOPMENT  PROJECTS 

After  over  6  years  of  work  devoted  in  part  to  increasing  Federal 
support  for  low-income  people  in  rural  areas,  we  have  become  con- 
vinced that  one  of  the  major  problems  faced  by  rural  communities  is 
a  severe  lack  of  resources  available  to  the  Department  of  Agriculture 
to  support  and  initiate  innovative  rural  development  activities.  In- 
stead, the  program  funds  available  to  the  Department  have  been  used 
primarily  for  the  purpose  of  building  or  developing  the  physical  in- 
frastructure in  rural  communities.  Little  has  been  available  for 
development  projects  intended  to  impact  the  socioeconomic  infra- 
structure and  bring  about  lasting  reform  as  a  part  of  the  process 
whereby  "bricks  and  mortar"  are  put  in  place. 

While  we  strongly  believe  that  the  development  of  physical  facili- 
ties is  important,  the  lack  of  flexible  resources  in  the  Department  of 
Agriculture  is  unique  to  the  Federal  system's  approach  to  problem- 
solving,  program  development,  and  program  monitoring.  For 
example : 

The  Department  of  Housing  and  Urban  Development  has  used  its 
technical  assistance  and  demonstration  resources  to  initiate  a  strong 
neighborhood  redevelopment  program. 

The  Economic  Development  Administration  (Department  of  Com- 
merce) used  technical  assistance  resources  to  support  its  large  public 
works  program. 

The  Department  of  Labor  spends  a  substantial  amount  of  resources 
on  technical  assistance  to  properly  implement  its  CETA  program. 

In  each  of  the  cases  cited,  the  project  funds  have  been  put  to  better 
use  because  "seed  money"  was  used  to  work  out  new  and  better  ap- 
proaches toward  using  that  money  to  solve  problems,  in  rural  as  well 
as  urban  areas.  However,  these  three  agencies  are  becoming  increas- 
ingly urban  in  orientation  so  that  flexible  funds  for  innovative  proj- 
ects in  rural  areas  are  fast  disappearing.  As  a  result,  those  organiza- 
tions working  to  justify  and  improve  urban  programs  have  access 
to  funds  for  this  purpose,  while  those  devoted  to  rural  causes  must 
depend  upon  ad  hoc  assistance  from  a  variety  of  Federal  agencies. 

The  Congress  needs  to  reverse  this  trend  by  providing  funds  for 
innovative  research  and  development  projects  under  section  603  (b) 
(4) ;  this  should  become  a  permanent  part  of  the  new  Farm  ana 
Kural  Development  Administration  that  is  being  formed  from  the 
Farmers  Home  Administration  and  Kural  Development  Service  in 
USDA. 


1  "1976  Revised  Guide  to  the  Rural  Development  Act  of  1972."  Prepared  for  the  Sub- 
committee on  Rural  Development  of  the  Committee  on  Agriculture  and  Forestry,  U.S. 
Senate*  94th  Cong.,  2d  seas.,  Mar.  15,  1976,  p.  37. 
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THE  NATURE  OF  DEVELOPMENT  PROJECTS 

In  urging  funding  for  research  and  development  projects,  we  do 
not  have  in  mind  "planning  grants"  such  as  those  authorized  under 
section  111  of  the  Rural  Development  Act  nor  laboratory  research 
conducted  through  the  land-grant  college  system.  Both  oi  these  ac- 
tivities have  their  uses,  but  their  impact  on  service  delivery  is  indirect 
at  best  and  often  minimal.  What  is  required  are  projects  that  are 
reform-oriented,  that  is,  that  seek  to  bring  about  changes  that  will 
bring  permanent  improvement  in  the  delivery  of  services  in  a  given 
area  of  rural  concern,  whether  it  is  water  and  waste  disposal,  hous- 
ing, or  economic  development.  It  will  come  as  no  surprise  that  we 
consider  NDWP  such  a  program. 

It  is  a  basic  tenet  of  our  program  that  reform  is  best  achieved 
through  a  careful  combination  of  service  and  advocacy  activities,  that 
neither  activity  can  do  the  job  alone.  A  local  facilities  development 
project  may  improve  services  in  one  locale,  and  a  national  center  may 
produce  many  good  works  of  the  advocacy  sort,  but  neither  working 
in  isolation  from  the  other  is  likely  to  have  much  reform  impact. 
The  better  approach  is  to  begin  the  work  in  the  field,  uncover  the 
problems  that  actually  arise  in  putting  facilities  in  place,  and  trans- 
late these  problems  to  reform  issues  through  advocacy  techniques. 

This  has  been  the  NDWP  methodology,  and  we  say  with  modesty 
but  also  with  great  pride  that  we  have  had  some  success.  Some  40,000 
rural  families  in  over  a  dozen  States  are  well  on  their  way  to  receiv- 
ing better  water-sewer  service  because  of  NDWP  facilities  develop- 
ment efforts.  At  the  same  time,  working  cooperatively  with  local  field 
organizations,  NDWP  has  been  able  to  firing  about  significant  changes 
for  the  better  in  the  rural  water-sewer  delivery  system  itself.  Permit 
me  to  cite  a  few  specifics : 

STATE  INVOLVEMENT 

A  half  dozen  State  governments  that  played  primarily  a  regulatory 
role  in  rural  water-sewer  matters  are  now  playing  a  financing  role 
as  well.  Funding  programs  are  on  the  books  in  four  States^— Virginia, 
New  Mexico,  Arkansas,  and  South  Carolina — and  are  being  work*'* 
out  in  two  others — West  Virginia  and  Kentucky. 

FMHA 

The  Farmers  Home  Administration  now  funds  "cluster-well'  as 
well  as  traditional  central  systems;  it  funds  entities  established  by 
rural  electric  cooperatives  without  taking  a  lien  on  the  total  property 
of  the  cooperatives;  it  accepts  community,  as  opposed  to  county,  an- 
nual median  family  incomes  as  a  basis  for  determining  eligibility  for 
grant  funds,  and  so  forth. 

EPA 

In  West  Virginia  NDWP  was  also  to  raise  the  question  regarding 
the  viability  of  the  Environmental  Protection  Agency's  rejEjional 
sewer  concept,  and  the  agency  has  backed  away  from  this  position. 

A  problem  for  NDWP,  as  for  any  rural  project  that  uses  the 
service-advocacy-reform  approach,  is  that  it  may  fall  between  two 
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funding  stools.  NDWP's  program  is  now  in  ieopardy,  partly  because 
its  chief  funding  source,  CSA,  is  not  sure  that  it  wants  to  continue 
funding  projects  that  include  facilities  development,  even  if  they  also 
engage  in  advocacy  activities.  Other  Federal  agencies  either  have  a 
predominantly  urban  focus  or  have  funds  only  for  facilities  develop- 
ment, not  advocacy. 

That  is  why  it  is  important  to  rural  'America  that  the  Congress 
provide  adequate  funding  for  research  and  development  projects 
under  section  603.  Field-based  rural  development  organizations,  pres- 
ent and  future,  may  soon  have  no  place  else  to  go  for  funding.  Sec- 
tion 603  of  the  Kural  Development  Act  calls  upon  the  Secretary  of 
Agriculture  to  carry  out  a  national  rural  development  program.  $10 
million  for  research  and  development  projects  would  bring  this  pro- 
gram to  life  and  give  the  Secretary  an  opportunity  to  institute  a 
program  which  would  upgrade  the  design  and  implementation  of 
rural  development  efforts  at  each  level  of  government — Federal,  State, 
and  local. 

NDWP  has  recently  published  a  book,  financed  through  an  EPA 
grant,  entitled  "Drinking  Water  Supplies  in  Kural  America".  This 
book  amply  documents  the  fact  that  millions  of  rural  people  have  do- 
mestic water  supply  problems.  We  know  through  our  other  work  that 
the  wastewater  problems  are  even  more  severe.  And  our  contact  with 
groups  working  in  other  areas  of  concern,  such  as  housing  and  eco- 
nomic development,  has  made  us  aware  that  significant  problems 
exist  in  these  areas  too.  We  urge  the  Congress  to  assist  in  the  solu- 
tion of  these  problems  through  the  legislative  action  we  have  proposed 
here. 

Mr.  Nolan.  Thank  you  very  much  for  the  book,  we  will  hold  it  in 
our  committee  files. 

Let  me  ask  you  a  question.  I  was  visiting  recently  with  the  director 
of  our  metropolitan  council  back  in  Minnesota  and  he  was  telling  me 
they  have  water  and  sewer  hookups  for  enough  new  housing  units 
until  the  year  2000.  So,  they  are  saying  that  they  really  don't  need 
another  one.  We  need  to  utiiize  the  ones  we  have  and  put  that  money 
into  other  projects — perhaps  the  kind  of  reform  projects  that  you  are 
talking  about. 

Have  you  found  this  to  be  the  case  at  all  in  rural  America's  water 
and  sewer  programs ;  or  is  it  mostly  going  to  provide  water  and  sewer 
to  existing  housing? 

Mr.  Zimmerman.  There  are  gaps  on  both  ends.  The  major  gaps  in 
the  need — as  indicated  by  our  study — are  considerable.  One  major 
area  is  the  isolated  rural  residence — the  farmer  or  someone  who  is 
dwelling  up  in  Appalachia  up  the  hollow.  There  seem  to  be  nearly  5 
million  of  these  people  who  do  not  have  adequate  water  service.  Tnat 
is  one  major  area. 

A  second  area  where  there  is  a  problem  is  the  mobile  homes.  They 
fell  between  the  cracks  right  now  and  a  large  segment  of  our  popu- 
lation— particularly  low-income  population  in  rural  America — is  now 
living  in  a  mobile  home  and  in  that  context  they  have  very  poor 
access  to  water  and  sewer  services. 

In  general,  I  think  that  the  program  for  sewer  financing  is  cer- 
tainly adequate  in  size  through  the  Environmental  Protection  Agency. 
Of  course,  it  involves  billions  of  dollars. 
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The  program  for  water  system  financing — if  the  job  is  to  get  out 
and  get  to  these  unserved  populations — is  probably  not  adequate  in 
size.  It  will,  of  course,  take  a  period  of  years  to  reach  those  people. 
But  there  is  need  for  more  grant  funds  and  more  loan  funds  and  soft 
loan  funds  from  sources  to  reach  these  isolated  populations  with 
water  service. 

Mr.  Nolan.  Most  of  the  rural  water  systems  are  aimed  at  reaching 
out  to  unserved  people? 

Mr.  Zimmerman.  No;  the  present  programs — particularly  in  the 
face  of  new  regulations  that  are  coming  down  under  the  Safe  Drink- 
ing Water  Act  in  EPA — there  is  a  good  chance  that  a  great  deal  of 
the  money  that  is  available,  which  Congress  has  asked  in  some  cases 
that  it  reach  out  to  these  people,  is  actually  going  to  be  used  to  up- 
grade existing  systems.  These  will  be  improved  to  raise  them  to  the 
level  of  the  new  standards. 

People  who  have  no  systems  have  a  difficult  time  getting  access 
to  water  such  as  places  in  Minnesota — although  it  is  the  Land  of 
the  Lakes.  Their  problems  are  not  really  being  solved  by  the  present 
program.  It  can  be  but  they  are  not. 

Mr.  Nolan.  But  we  don't  have  a  problem  like  they  do  in  the  city 
where  they  are  putting  in  water  and  sewer  projects  for  people  who  do 
not  even  exist.  We  have  enough  hookups  until  the  year  2000.  Yet, 
you  are  telling  me  they  are  greatly  underserved,  if  not  served  at  all, 
throughout  the  rural  area. 

Mr.  Zimmerman.  Absolutely,  as  you  know,  sir.  And  you  are  one 
of  our  leaders  in  that  regard  in  your  sensitivity  to  the  fact  that  it  is 
more  difficult  for  Government  to  deliver  services — local,  State  or  Fed- 
eral— in  rural  areas.  This  is  another  example  of  that. 

Mr.  Nolan.  Thank  you  very  much  for  your  testimony. 

Mr.  Zimmerman.  Thank  you,  sir. 

Mr.  Nolan.  That  concludes  the  list  of  public  witnesses  who^will 
appear  and  testify  on  these  two  proposals.  We  have  an  additional 
hearing  on  April  i9  where  we  will  hear  from  administrative  agencies. 

We  thank  all  of  you  for  your  patience  and  your  testimony. 

The  meeting  is  adjourned. 

[Whereupon,  at  3 :15  p.m.,  the  subcommittee  was  adjourned.] 
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tion  on  urban  areas  where  most  of  the  people  are  in  the  mistaken 
belief  that  that's  where  most  of  the  problems  are.  Many  national     j 
problems  exist  in  far  greater  proportion  in  rural  areas  than  they  do 
in  metropolitan  areas.  Let  me  give  you  some  examples  here  this 
morning. 

Although  25  percent  of  the  U.S.  population  lives  in  rural  areas, 
40  percent  of  those  in  poverty  are  rural  residents.  Rural  minorities 
are  the  hardest  hit,  with  60  percent  having  incomes  below  the  poverty 
line. 

As  chart  1  on  the  easel  demonstrates,  the  older  poor  are  more 
heavily  concentrated  in  rural  areas  In  1977,  81  percent  of  the  rural 
elderly  had  incomes  under  $4,000  per  year.  In  fact,  the  average  rural 
family  makes  $3,000  less  per  year  than  its  urban  counterpart.  There 
is  little  or  no  evidence  to  support  the  popular  contention  that  it  costs 
less  to  live  in  rural  areas.  Grocery  stores,  for  example,  in  rural  areas 
are  at  the  end  of  the  processed  food  distribution  system,  thereby  in- 
creasing transportation  costs  and  the  cost  of  groceries.  Smaller  rural 
grocery  stores  do  not  have  the  volume  of  large  innercity  supermarkets, 
and  therefore,  must  achieve  more  return  per  item  in  order  to  show  a 
profit.  The  same  could  be  said  for  just  about  all  the  other  merchandis- 
ing in  the  rural  areas  of  this  country. 

Rural  communities  lag  behind  urban  areas  in  health  care  services, 
with  60  percent  of  all  people  classified  as  "medically  underserved" 
living  in  rural  areas.  Rural  communities  also  have  a  higher  incidence 
of  chronic  disease  and  infant  mortality,  but  only  12  percent  of  all 
doctors,  and  only  18  percent  of  all  nurses.  There  are  135  rural  coun- 
ties in  this  country  which  have  absolutely  no  physicians  at  all. 

The  facts  are  equally  devastating  for  housing  and  education.  Chart 
2  shows  over  7  percent  of  rural  housing  units  lack  some  or  all  plumb- 
ing facilities,  compared  with  a  figure  of  only  2  percent  in  urban  areas. 

While  in  education,  more  than  2  million  rural  adults  have  had  less 
than  5  years  of  school,  at  the  present  time,  at  least  5.3  percent  of 
rural  school-aged  children  are  not  enrolled  in  any  school.  That  is  a 
rate  more  than  twice  that  of  urban  areas. 

Chart  3  reveals  that  rural  residents  consistently  attain  less  edu- 
cational advancement.  We  hear  about  the  problems  of  inner-city 
schools,  yet  rural  children  rank  consistently  lower  on  overall  achieve- 
ment scales,  and  there  are  more  children  enrolled  in  rural  schools 
than  in  central  city  schools  in  this  country. 

Rural  areas  have  also  suffered  in  a  decline  in  rail  service,  once  a 
major  lifeline  of  their  economy.  Secretary  Adams  has  moved  to  cut 
back  on  unprofitable  rates  here  in  many  areas. 

These  statistics  are  startling  if  you  are  concerned  about  equity  for 
rural  America.  Unfortunately,  many  of  the  problems  of  rural  America 
can  be  traced  to  the  policies  of  the  Federal  Government  and  Con- 
gress over  the  last  30  years. 

Rural  communities  have  traditionally  relied  on  small  fanners  for 
their  economic  income  and  well-being.  As  agriculture  policy  vigor- 
ously supports  large,  corporate  farms,  small  farmers  found  it  im- 
possible to  compete.  In  the  last  30  years,  60  percent  of  all  farms  have 
gone  out  of  business,  and  5.5  percent  of  all  farm  operators  now  ac- 
count for  half  of  all  farmland. 
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Just  this  past  week,  it  was  announced  that  another  450,000  resi- 
dents living  on  farms  in  this  country  had  to  leave  those  farms  just 
this  past  year. 

Chart  4  shows  us  that  as  farms  increase  in  size,  the  secondary  in- 
come generated  in  small  rural  communities  declines. 

These  events  are  having  a  devastating  impact  on  the  rural  economy. 
As  farm  size  expands,  traditional  labor-intensive  farming  is  replaced 
by  capital-intensive  methods  which  eliminate  employment  opportuni- 
ties. Large  farms  tend  to  purchase  supplies  from  wholesale  distribu- 
tors rather  than  from  local  stores  and  merchants. 

The  local  agricultural  economy,  which  relies  on  the  business  of 
many  small  farmers,  suffers  the  consequences.  As  people  move  to  the 
cities  after  losing  their  livelihood,  schools,  health  care,  and  other 
services  subsequently  decline. 

A  study  conducted  by  Secretary  Marshall,  while  an  economist  at 
the  University  of  Texas,  concluded  that  USDA  policy  contributed 
substantially  to  the  outmigration  of  small  farmers  and  "has  extracted 
a  disproportionately  harsh  toll  on  the  small  farms  of  the  South." 
Outmigration  has  also  been  primarily  among  younger,  more  produc- 
tive, and  educated  members  of  the  community.  According  to  the 
HEW  report,  "Getting  Human  Services  to  People  in  Rural  Areas," 
the  result  is  a  skewed  age  distribution  in  rural  areas  which  includes 
proportionately  more  children,  fewer  working  adults,  and  more  older 
people  than  in  urban  areas.  This  means  more  dependent  people  and 
relatively  fewer  productive-aged  people  to  bear  the  costs  of  public 
services. 

What  has  resulted  is  decreased  ability  to  provide  services,  and  an 
eroding  economic  base  caused  by  conscientous  Government  action  to 
modernize  agriculture. 

While  the  condition  of  rural  America  is  admittedly  worse  than  the 
urban  counterpart,  there  exists  a  bias  of  Government  programs  to- 
ward urban  areas.  Urban  areas  receive  significantly  larger  funds.  In 
1972,  per  capita  Federal  welfare  payments  and  health  services  were 
roughly  greater  in  metropolitan  than  in  nonmetropolitan  areas.  HEW 
has  estimated  it  will  provide  $15  million  in  medicare  for  rural  clinics, 
out  of  a  total  budget  of  $26  billion.  Rural  areas  receive  only  23  per- 
cent of  the  Community  Service  Administration's  poverty  funds,  and 
18.4  of  Federal  money  for  housing  and  22.7  percent  of  HEW  social 
service  funds. 

Government  regulations  are  a  major  factor  in  favoring  program 
access  for  urban  areas.  Many  rural  hospitals  can't  meet  Feaeral  re- 
quirements for  needed  funds  because  of  inadequate  staff  ratios  and/or 
hospital  beds. 

When  forced  to  compete  with  larger  cities,  rural  areas  will  almost 
and  invariably  lose.  Community  development  requirements  are  similar 
for  large  cities  and  for  towns  of  $5,000.  Small  towns  just  simply  do 
not  possess  the  technical  expertise,  the  funds,  or  the  staff  needed  to 
wade  through  the  complex  paperwork,  nor  do  they  have  the  same 
problems  required  by  this  paperwork. 

H.R.  9983  would  help  to  alleviate  problems  by  transferring  the 
program  to  the  Farmers  Home  Administration,  where  workers  are 
more  familiar  with  the  problems  of  rural  areas. 
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Rural  America  is  a  consumer  of  great  amounts  of  products  manufactured  in 
metropolitan  centers.  The  farmers  alone  purchased  over  $100  billion  in  products 
in  1976,  and  could  consume  much,  much  more.  Urban  interests  cannot  afford 
to  overlook  this  kind  of  a  market,  not  to  mention  the  food  and  other  raw 
materials  that  originate  on  the  Nation's  farms  and  in  its  mountains  and 
forests.  Small  businesses  are  located  throughout  the  Nation  in  its  small  cities 
and  towns.  Rural  residents,  farmers,  and  merchants  are  interdependent  on 
one  another  in  the  same  way  that  rural  and  urban  residents  depend  on  each 
other. 

Of  common  interest  to  all  is  the  creation  and  saving  of  jobs  through  the 
funneling  of  funds  into  rural  areas.  The  use  of  guaranteed  and  insured  loans 
is  one  way  to  create  and  save  jobs  and  at  the  same  time  save  and  actually 
make  money  for  the  taxpayer.  This  has  been  proven  time  and  again  through 
Federal  agency  records  as  well  as  those  of  banks  and  other  lenders.  It  is  also 
an  uncontroverted  fact  that  small  private  businesses  create  the  most  jobs  in 
relation  to  both  sales  and  dollars  spent.  Publicly  funded  jobs  are  temporary, 
costly  to  the  taxpayer,  year  after  year,  and  inflationary.  It  has  been  con- 
vincingly demonstrated  that  federally  guaranteed  loans  through  the  private 
sector  actually  make  money  for  the  taxpayer  even  after  deducting  all  losses 
and  administrative  expenses.  It  is  difficult  to  understand  why  so  many  are 
unable  to  comprehend  that  jobs  created  through  the  private  sector  are  solving 
unemployment  problems  while  at  the  same  time  curtailing  deficit  spending 
and  inflation. 

One  of  the  major  problems  that  has  surfaced  time  and  again  is  that  of 
coordination  between  Federal,  State  and  local  agencies,  all  of  which  are  in- 
volved in  rural  America  problemsolving.  The  Rural  Development  Act  of  1972 
gave  the  responsibility  of  coordinating  the  activities  of  agencies  dealing  with 
rural  America  throughout  the  Government  to  the  Secretary  of  Agriculture  but 
no  specific  direction  or  mandate  was  given  the  various  heads  of  agencies  or 
departments.  Therefore,  the  problem  of  programs  being  operated  independently 
is  cause  for  a  great  deal  of  inefficiency  and  confusion  among  the  public. 

Accordingly,  Mr.  Chairman,  I  look  forward  to  hearing  the  testimony  of  our 
witnesses  today  to  shed  some  additional  light  on  the  many  problems  faced 
by  rural  America  and  addressed  in  the  bill,  H.R.  10885.  Thank  you. 

Mr.  Nolan.  Thank  you  very  much,  Mr.  Breckinridge. 

If  there  are  no  additional  remarks,  I  would  like  to  call  our  first 
witness,  a  bright  light  in  the  Carter  administration  and  a  real  source 
of  hope  for  small  farmers  and  for  rural  residents,  as  well  as  for 
those  people  who  would  like  opportunities  in  rural  areas  and  small 
farms  throughout  this  country,  Mr.  Alex  Mercure,  Assistant  Secre- 
tary for  Rural  Development  with  the  U.S.  Department  of  Agri- 
culture. He  is  accompanied  by  his  equally  able  administrator  for  the 
Farmers  Home  Administration,  Mr.  Gordon  Cavanaugh. 

Mr.  Mercure,  I  will  let  you  introduce  Dr.  Nagle,  so  please  proceed 
with  your  testimony.  We  welcome  you. 

STATEMENT  OF  ALEX  F.  MERCURE,  ASSISTANT  SECRETARY  TOR 
RURAL  DEVELOPMENT,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Mercure.  Thank  you  very  much,  Mr.  Chairman,  and  members 
of  the  subcommittee.  Dr.  Nagle  is  now  Associate  Administrator  for 
the  Farmers  Home  Administration  for  policy  development,  that  is, 
for  rural  development  policy  management  and  coordination,  which 
we  consider  to  be  an  important  role  in  trying  to  bring  about  cohesive 
kinds  of  directions  to  what  the  Federal  Government  does  in  partner- 
ship with  the  State  and  local  communities. 

I  want  to  first  thank  you  and  the  members  of  your  subcommittee 
for  this  opportunity  to  discuss  our  rural  development  activities  and 
plans.  Furthermore,  I  want  to  thank  you  for  the  very  positive  and 
constructive  tone  of  the  questions  we  were  asked  to  address. 
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appreciation  to  the  Chair  for  its  leadership  in  this  area  of  the  utmost 
importance  to  the  nation  as  a  whole,  and  to  nonmetropolitan  America 
in  particular,  but  I  would  like  to  say  further  that  I  have  been  fol- 
lowing you  and  the  development  of  this  legislation.  I  have  taken  the 
liberty  of  distributing  it  amongst  various  members  of  the  congres- 
sional rural  caucus.  I  know  and  anticipate  that  there  will  be  construc- 
tive criticism  made  of  the  legislation  this  morning  which  we  will  all 
take  into  consideration. 

But,  subject  to  that,  I  want  to  say  now  and  for  the  record,  that 
I  personally  and  strongly  support  your  leadership  and,  with  your 

Eermission,  I  intend  to  present  it,  along  with  the  testimony  that  these 
earings  adduce,  to  the  congressional  rural  caucus  advisory  team  for 
its  consideration,  as  well  as  to  the  caucus  itself. 

[The  prepared  statement  submitted  by  Mr.  Breckinridge  follows :] 

Prepared  Statement  of  Hon.  John  Breckinridge,  a  Representative  in 
Congress  From  the  State  of  Kentucky 

Mr.  Chairman,  I  appreciate  this  opportunity  to  be  here  today  to  hear  from 
our  list  of  witnesses  on  H.R.  10885,  the  Rural  Development  Policy  Act  of  1978. 
I  applaud  the  Chairman  in  his  efforts  to  bring  the  plight  of  rural  America 
before  the  Congress  and  the  American  people.  I  am  privileged  to  cosponsor 
this  important  piece  of  legislation,  relating  to  a  topic  I  am  most  interested 
in — rural  development. 

As  Chairman  of  the  Congressional  Rural  Caucus  (CRC)  representing  ap- 
proximately 100  bipartisan  members  of  the  House  of  Representatives,  I  have 
been  fighting — with  the  Chairman's  help — for  many  of  the  same  proposals  the 
Chairman  of  the  Subcommittee  on  Family  Farms,  Rural  Development  and 
Special  Studies  has  advanced  in  his  bill  H.R.  10885,  Rural  Development  Policy 
Act  of  1978.  Included  in  my  efforts  on  behalf  of  the  CRC  have  been  increasing 
the  funding  for  family  farm  ownership  and  operating  programs,  community 
facilities,  business  and  industry  loans  and  rural  housing.  I  have  sponsored 
Conferences  here  in  Washington  and  in  Kentucky,  including  a  Conference- 
Hearing  on  Credit  Needs,  Financial  Resources  and  Jobs  Creation  held  at 
Lexington,  Kentucky  November  10  and  11. 

There  are  many  major  problems  facing  rural  America.  The  family  farm  is 
in  danger.  In  1945  there  were  5.9  million  farms;  today  there  are  2.7  million; 
and,  in  the  year  2000  the  U.S.D.A.  estimates  that  there  will  be  1.5  million 
unless  the  trend  is  changed.  Of  the  2.7  million  farms  now  in  existence, 
730,000  sell  less  than  $2500  of  products  per  year.  High  investment  require- 
ments are  making  it  most  difficult  for  new  entries  and  the  smaller  operator 
to  grow  and  succeed  in  farming.  This  means  more  and  more  rural  people  need 
other  additional  sources  of  income;  in  1975,  for  example,  off-farm  income 
equaled  farm  income  ($23  billion) — for  the  first  time  in  history! 

The  reverse  migration  (from  metropolitan  to  rural)  is  increasing,  more 
young  people  are  wanting  to  raise  their  families  in  the  country  and  more 
retirees  want  to  return  "home".  Many  are  setting  up  their  own  little  businesses 
with  very  few  assets;  others  are  trying  to  make  a  living  from  a  few  acres, 
depending  heavily  on  their  ability  to  raise  their  own  food,  with  virtually  no 
cash  income. 

Poverty  pockets  still  exist  in  many  rural  areas  of  the  nation,  which  leads 
to  problems  involving  health  services,  facilities  for  the  aged,  transportation, 
fire  protection,  water,  waste  disposal,  housing  and  many  others. 

New  developments  in  energy  use  and  renewable  sources  of  energy  are  creat- 
ing major  changes  in  many  rural  areas.  Energy  sources  such  as  coal,  alcohol 
made  from  various  agricultural  products,  energy  from  the  sun,  etc.  create 
opportunities  but  also  population  shifts  (many  temporary)  which  create  im- 
mediate needs  for  housing,  schools,  community  facilities,  transportation  systems 
but  perhaps  above  all,  income  producing  jobs  to  help  support  the  ever  esca- 
lating costs  of  taxes,  energy  and  normal  expense  of  providing  a  family  living. 

Rural  America  does  not  stand  alone  with  these  problems.  In  fact,  rural  and 
urban  needs  cannot  be  separated;  however,  the  allocation  of  funds  and  con- 
cerns for  rural  areas  are  often  overlooked,  and  equity  is  not  accorded  our 
nonmetropolitan  areas. 
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RURAL  COMMUNITY  DEVELOPMENT  ACT  AND 
RURAL  DEVELOPMENT  POLICY  ACT 


WEDNESDAY,  APRIL  19,  1978 

House  of  Representatives, 
Subcommittee  ox  Family  Farms, 
Rural  Development,  and  Special  Studies 

op  the  Committee  on  Agriculture, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10:10  a.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Richard  Nolan  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Representatives  Beckinridge,  Harkin,  Bedell,  Panetta, 
Grassley,  Sebehus,  and  Coleman. 

Staff  present:  Fowler  C.  West,  staff  director;  Christine  Abram  and 
Eleanor  Walsh,  clerks ;  James  W.  Swiderski,  Stephan  T.  Adams,  and 
E.  Lee  Musil. 

OPENING  REMARKS  OF  HON.  RICHARD  NOLAN 

Mr.  Nolan.  The  Subcommittee  on  Family  Farms,  Rural  Develop- 
ment, and  Special  Studies  will  please  come  to  order. 

Today  is  the  third  day  of  hearings  scheduled  by  the  subcommittee 
on  H.R.  10885— the  Rural  Development  Policy  Act  and  H.R.  9983— 
the  Rural  Community  Rural  Development  Act.  We  have  heard  pre- 
viously from  a  considerable  number  of  public  witnesses  in  relation 
to  their  concerns  on  this  legislation  and  the  critical  problems  facing 
Government  at  all  levels  in  meeting  the  needs  that  exist  in  rural 
America. 

This  morning's  subcommittee  welcomes  comments  from  the  adminis- 
tration witnesses. 

Before  turning  to  these  witnesses,  however,  I  would  like  to  take  a, 
few  minutes  to  discuss  some  of  the  concerns  that  accompany  this 
legislation. 

Most  people  would  agree  that  significant  differences  exist  between 
metropolitan  and  rural  areas  in  the  United  States.  To  the  casual 
observer  it  is  quite  apparent  that  the  population  is  less  dense  and 
more  widely  dispersed  in  rural  areas.  Agriculture  is  likely  to  be  a 
more  predominant  factor  in  the  economic  and  social  base  of  small 
rural  communities,  and  nonf  arm  employment  and  career  options  are 
often  quite  limited  in  the  rural  areas. 

The  problem  appears  to  be  that  these  differences  are  not  under- 
stood, oftentimes,  by  State  and  Federal  Governments  when  programs 
are  implemented.  Federal  programs  tend  to  concentrate  their  atten- 
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But  just  because  it  is  in  this  position  doesn't  mean  that  it  will 
necessarily  become  an  effective  rural  development  leadership  agency. 
As  you  know,  it  is  not  much  easier  to  change  the  direction  of  an 
established  line  agency  than  it  is  to  get  independent  agencies  to 
work  together. 

However,  I  am  very  optimistic  considering  the  broad  foundation 
of  significant  assets  found  in  Farmers  Home,  and  I  will  hazard  a 
guess  that  we  are  going  to  make  some  significant  progress. 

Farmers  Home  has  a  rural  investment  portfolio  of  $9  billion. 

It  has  an  unmatched  field  structure  that  reaches  every  rural  county 
and  that  provides  the  opportunity  for  flexible  program  administra- 
tion and  delivery. 

Farmers  Home  has  a  range  of  tested  programs  with  direct  eco- 
nomic and  social  impact — housing,  community  facilities,  business  and 
industry,  farm  ownership  and  operating  loans,  and  conservation — 
and  because  these  programs  provide  mostly  loans,  they  are  less  ex- 
pensive than  grants.  I  might  point  out  that  with  today's  concern, 
they  are  significantly  less  inflationary. 

Farmers  Home  Administration  now  has  the  mandate  to  help 
provide  leadership  and  coordination  to  the  rural  development  effort. 

It  now  has  a  rural  development  policy  and  coordination  capability. 

It  has  a  training  staff  experienced  in  the  field  of  rural  develop- 
ment. 

As  an  agency,  it  has  the  sensitivity  to  rural  problems  growing  out 
of  many  years  of  experience  of  direct  work  in  the  rural  setting. 

Farmers  Home  has  direct  access  to  the  full  range  of  USDA  pro- 
grams at  all  levels  throughout  the  national,  State,  and  local  rural 
development  committee  system. 

Farmers  Home  is  backed  by  a  Secretary  and  an  administration 
dedicated  to  solving  people  problems  and  to  a  delivery  system  which 
recognizes  client  needs. 

On  the  other  hand,  there  are  some  hurdles  that  we  have  to  over- 
come. Most  of  them  stem  from  the  fact  that  rural  development  as  a 
concept  was,  of  course,  not  the  central  notion  around  which  the  exec- 
utive branch  is  organized.  Nor  was  it  the  central  force  which  gen- 
erated the  proliferation  of  grant-in-aid  programs  in  the  1960's. 

From  a  rural  development  perspective,  we  must  consider  that : 

While  rural  development  is  a  coequal  mission  of  the  Department 
of  Agriculture,  some  USDA  agencies  have  not  yet  fully  translated 
this  mission  into  their  functions. 

It  will  take  time  to  equip  many  of  the  Farmers  Home  staff  with 
the  knowledge  and  skills  required  to  fully  incorporate  broad  rural 
development  skoals  into  ongoing  operations. 

Existing  Farmers  Home  Administration  loan  criteria  and  eligi- 
bility requirements  do  not  yet  reflect  comprehensive  and  cohesive 
development  priorities  necessarv  to  enable  targeting  to  meet  rural 
development  goals.  We've  identified  a  number  of  these  problems.  In 
some  cases,  legislative  modifications  may  be  needed,  and  we  have 
recommended  some  of  these  already  to  the  Congress.  In  other  cases, 
administrative  changes  are  being  used  to  resolve  the  problems. 

Now  let's  look  at  some  of  the  hurdles  that  exist  within  the  rest 
of  the  executive  branch  that  we  must  work  to  overcome — some  of 
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those  elements  which  you  identified  in  your  introductory  testimony, 
Mr.  Chairman: 

Major  programs  affecting  rural  development  are  sprinkled 
throughout  most  departments  and  agencies. 

Coordination  is  difficult.  The  section  603  mandate  enables  us  to 
convene  other  departments  and  agencies,  and  White  House  participa- 
tion is  improving  our  effectiveness  in  this  regard.  But,  nonetheless, 
coordination  will  continue  to  be  challenging. 

Most  categorical  programs  are  developed  around  urban-oriented 
research  and  development,  urban  standards,  and  urban  delivery  sys- 
tems; and  most  of  them  count  on  the  availability  of  sophisticated 
urban-level  planning  and  administrative  services. 

If  you  come  from  a  small  community,  such  as  I  do,  you  know 
that  often  planning  staff  may  be  pretty  far  away  and,  in  fact,  some 
communities,  like  the  one  I  grew  up  in,  don't  even  have  mayors  and 
city  councils  to  take  a  look  at  the  problem-solving  issues  that  face 
them.  It  is  in  that  kind  of  context  that  it  is  important  that  we  main- 
tain a  sensitivity  to  the  rural  setting. 

There  is  an  inadequate  data  base  and  an  inadequate  performance 
indicator  system  on  which  to  base  program  decisions. 

There  is  a  lack  of  comprehensive  technical  assistance  and  research 
and  development  to  adequately  assist  small  communities. 

Most  Federal  programs  have  not  helped  State  and  local  govern- 
ment build  their  capacity  to  become  full  partners  in  the  rural  de- 
velopment process. 

It  is  clear  that  we  have  our  problems,  but  I  am  convinced  that 
we  have  enough  in  the  way  of  assets  that  we  can  make  some  real 
progress  in  the  short  term  as  well  as  over  the  long  pull.  Let  me 
just  highlight  a  few  of  the  actions  we  have  taken  and  then  tell  you 
where  I  think  they  will  lead. 

First,  let's  take  the  area  of  policy.  You  may  be  surprised,  as  others 
are,  but  I  am  not  at  all  certain  that  I  feel  an  urgent  need  for  the 
President  to  undertake  a  crash  effort  to  develop  and  issue  a  rural 
development  policy. 

But  please  don't  misunderstand  me.  I  think  we  should  have  rural 
development  policies-^ just  as  I  think  we  need  frequent  visible  and 
tangible  signs  of  Presidential  support.  And  we  are  getting  and  have 
been  getting  that  support  right  along.  For  example,  the  President 
asked  us  in  the  spring  fiscal  year  1978  budget  review  to  prepare  a 
rural  issues  paper,  and  he  asked  Secretary  Bergland  to  serve  as  a 
member  of  the  Advisory  Committee  for  the  White  House  Conference 
on  Balanced  National  Growth  and  Economic  Development.  And  just 
this  past  Monday,  we  held  the  third  meeting  of  the  Assistant  Secre- 
taries Working  Group  for  Rural  Development — this  time  at  the 
White  House  and  with  top  White  House  staff  participation. 

What  I  do  feel  a  strong  need  for  is  the  establishment  of  an  on- 
going process  which  involves  the  private  sector  and  local,  State,  and 
Federal  executive  branch  agencies  and  legislative  committees  in  the 
formulation  of  an  array  of  policies  to  guide  program  discussion  and 
actions  in  rural  areas.  To  me,  the  establishment  of  a  rural  develop- 
ment policy  development  process  is  essential  to  effective  execution 
of  section  603. 
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You  may  wonder  why  we  prefer  a  policy  development  process 
rather  than  just  a  rural  policy  such  as  the  urban  interests  developed. 
There  are  several  reasons. 

First,  given  the  diversity  of  rural  America,  I  have  doubts  that 
any  one  overall  policy  could  be  sufficiently  detailed,  yet  flexible 
enough,  to  provide  specific  guidance  to  all  those  concerned  with  rural 
development. 

Second,  I  am  convinced  that  to  provide  effective  guidance,  policies 
must  be  formulated  by  those  who  will  be  involved  in  their  execution. 

Third,  I  believe  a  broad  rural  policy  would  generate  a  level  of 
expectation  impossible  to  meet,  given  the  economic  and  political 
realities  we  face. 

The  fourth  reason  is  the  fact  of  change.  I  don't  think  for  one 
moment  that  we  will  ever  solve  all  the  problems  of  rural  America 
for  all  time.  Each  problem  we  solve  will  be  replaced  by  another 
problem  even  if  our  solution  doesn't  generate  a  new  one. 

Just  think  for  a  minute  of  today's  growth  problems.  Many  rural 
places  today  are  greatly  troubled  with  the  problems  of  rapid  growth. 
Yet,  less  than  10  years  ago,  many  of  these  same  places  were  troubled 
by  problems  stemming  from  population  decline.  To  me,  change  is 
inevitable,  so  we  must  develop  a  process  for  formulating  policies 
which  takes  this  fact  as  a  given  one. 

The  one  and  ultimate  policy  approach  for  our  diverse  rural  areas 
is  simply  too  ponderous  to  be  sufficiently  responsive  to  the  dynamics 
of  change.  The  Kural  Development  Act  itself  recognizes  this  by 
providing  an  excellent  framework  for  congressional  and  executive 
review  and  response  to  the  dynamic  elements  of  development. 

Woven  throughout  our  answers  to  your  questions,  you  will  find 
evidence  of  the  importance  we  place  on  the  policy  development  func- 
tion, and  you  will  see  how  we  envision  its  function.  We  have  staffed 
our  policy  development  unit  with  generalists  who  can  build  and 
maintain  the  elements  of  a  policy  process,  including  a  rural  data 
base,  a  rural  assessment  and  reporting  capability,  a  policy  issues 
analysis  capability,  and  linkages  to  involve  relevant  Federal,  State, 
and  local  governmental,  and  private  and  public  interest  agencies  in 
these  tasks.  This  staff  will  also  provide  support  to  the  major  initia- 
tive which  I  would  discuss  with  you  next — the  notion  of  an  invest- 
ment strategy. 

We  know  that  we  can't  solve  the  Nation's  rural  problems  in  Wash- 
ington. But  we  also  know  the  people  out  there  in  rural  America 
need  our  help.  We  have  searched  for  some  way  to  bridge  this  gap, 
and  I  think  the  concept  of  joint  intergovernmental  investment  strat- 
egies will  go  a  long  way  in  this  regard. 

As  we  see  it,  there  is  a  need  for  us  in  Washington  to  be  more 
responsive  to  local  needs.  But  in  being  responsive,  we  must  assure 
that  national  concerns  and  priorities  are  accommodated  within  the 
State  and  local  context.  As  we  see  it,  we  need  to  take  section  603 
to  the  field. 

We  believe  that  in  the  process  of  negotiating  joint  intergovern- 
mental investment  priorities  it  will  be  possible  to  move  in  the  direc- 
tion of  meeting  both  sets  of  needs. 

Therefore,  we  are  working  toward  the  development  of  rural  de- 
velopment investment  objectives  which  can  help  guide  our  invest- 
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raents  toward  helping  families  and  communities  with  the  greatest 
need.  Further,  we  want  State  and  local  governments  to  help  us 
identify  population  groups  and  communities  we  want  to  target  our 
resources  to,  as  well  as  help  us  identify  their  priorities.  Finally,  we 
want  to  use  the  Federal  resources  to  leverage  State/local  government 
and  private  funds  to  meet  our  development  objectives  and  vice  versa. 
Thus,  the  combined  Federal  and  State  investment  partnership  would 
go  much  further  toward  reflecting  a  set  of  mutual  interests  than  is 
the  case  now.  We  believe  that  two  conditions  are  necessary  before 
this  approach  can  work. 

First :  We  must  restructure  and  retrain  Farmers  Home  field  staff 
so  they  are  alined  and  equipped  to  carry  out  the  necessary  negotia- 
tions. And  we  have  started  the  process. 

Second :  In  many  cases,  we  will  have  to  help  State  and  local  gov- 
ernments adjust  their  capabilities  to  participate  in  the  negotiation 
process.  And  we  will  use  some  of  this  year's  section  111  funds  to 
test  ways  of  accomplishing  this. 

Now,  let's  talk  about  intergovernmental  coordination.  In  my  ex- 
periences, I  have  found  coordination  of  efforts  toward  solutions  of 
concrete  problems  difficult,  but  possible.  I  have  rarely  found  it  pos- 
sible to  coordinate  in  the  abstract.  Furthermore,  agreements  when 
reached  on  an  abstract  basis  rarely  seem  to  apply  when  an  actual 
problem  arises.  Often,  that  actual  problem  has  a  local  dimension, 
and  a  local  foundation.  That  local  problem  has  to  be  resolved  in 
that  local  setting. 

The  previous  administration  used  the  Assistant  Secretaries  Work- 
ing Group  for  Rural  Development  only  two  times  for  coordination 
purposes.  I  can  only  guess  that  they  found  it  difficult  to  find  agenda 
topics  which  would  involve  the  broad  range  of  program  interests 
represented  on  this  working  group. 

We  used  this  grout)  twice  in  the  course  of  preparing  our  rural 
issues  paper.  Although  our  experience  with  those  two  meetings  was 

Eositive  on  the  whole,  I  am  inclined  to  view  that  they  would  have 
een  more  useful  were  we  trying  to  resolve  more  concrete  issues  of 
more  direct  relevance  to  the  program  areas  of  the  participants. 

This  experiences,  coupled  with  my  previous  experience,  has  led  me 
to  the  conclusion  that  we  should  focus  our  efforts  on  coordination 
of  concrete  problems  which  urgently  need  solution. 

To  this  end,  we  have  recruited  a  staff  of  functional  program  ex- 
perts, who,  because  of  their  knowledge,  experience,  and  contacts,  can 
seek  out  problems  ripe  for  solution.  That  this  aproach  is  working 
is  testified  to  by  the  accomplishments  cited  in  the  answer  to  question 
7.  We  call  this  our  "target  of  opportunity"  approach  to  coordination. 

Furthermore,  we  are  using  this  approach  with  the  Assistant  Sec- 
retaries Working  Group  for  Rural  Development.  In  our  third  meet- 
ing of  this  group  at  the  White  House  Monday,  we  used  this  ap- 
proach, and  I  was  delighted  to  hear  their  response. 

Now  let  me  talk  a  moment  about  rural  America  in  the  1970's. 

I  would  like  to  mention  at  this  poinat  that  "rural,"  as  used  in  this 
testimony,  refers  to  the  people  and  activities  located  in  the  less- 
densely  settled  parts  of  the  United  States.  No  single  definition  fully 
account  for  these  people  and  their  activities,  nor  for  their  linkages, 
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sometimes  substantial,  frequently  attenuated  to  the  more  densely 
settled  metropolitan  areas.  Organizing  the  available  data  on  the 
basis  of  metropolitan  and  nonmetropolitan  areas  was  judged  to  be 
the  best  way  of  distinguishing  important  urban  or  rural  issues  for 
purposes  of  this  testimony,  and  this  classification  is  used  throughout 
the  charts  I  will  show  you.  However,  we  recognize  that  there  are 
substantial  numbers  of  people  living  within  the  boundaries  of 
SMSA's  in  what  are,  in  effect,  rural  enclaves,  and  conversely,  there 
may  be  an  even  larger  number  of  people  in  counties  immediately 
outside  the  SMSA's  who  function  as  an  integral  element  of  the 
metropolitan  area. 

I  think  you  summarized  some  of  the  elements  that  we  are  going  to 
be  talking  about  also.  We  probably  will  cast  a  different  light  on 
some  of  that  data,  and  perhaps  expand  it. 

I  would  like  to  start  by  responding  more  directly  to  your  questions 
as  soon  as  we  finish  addressing  some  of  the  questions  concerning 
the  current  rural  situation. 

In  most  discussions  about  rural  America  in  the  1970's,  we  hear 
of  the  "turn-around,"  the  word  that  we  used  to  depict  the  fact  that 
rural  areas  are  growing  whereas  once  they  were  declining.  I  would 
like  to  say  that  it  is  a  turnaround,  but  there  is  more  to  it  than  that. 

It  is  true  that  nonmetropolitan  America  has  made  significant 
progress  toward  improving  its  social  and  economic  condition  during 
the  1970's.  But  despite  this  progress,  nonmetro  areas  continue  to  lag 
behind  metro  areas  in  terms  of  wage  levels,  family  income,  employ- 
ment opportunities,  adequacy  of  housing,  and  access  to  health  care 
and  otner  essential  services  and  facilities. 

I  would  like  to  highlight  briefly  some  of  the  indicators  of  both 
this  progress  and  problems,  and  I  invite  you  to  review  the  charts 
that  follow  these  remarks.  These  charts  and  their  accompanying  nar- 
rative are  the  best  current  assessment  available,  produced  by  our 
colleagues  in  the  Economic  Development  Division  of  the  former 
Economic  Research  Service  now  the  Economics,  Statistics,  and  Co- 
operatives Service. 

[See  fig.  1  and  fig.  2  of  the  responses  to  submitted  questions  begin- 
ning on  p.  380.] 

Mr.  Mercure.  By  the  way,  we  think  that  that  group  provides  us  the 
beginning  of  a  very  solid  data  base  for  research  and  evaluation. 

To  set  the  stage:  Nearly  60  million  persons,  27  percent  of  the 
U.S.  total,  live  in  nonmetropolitan  America.  Since  1970,  these  areas 
have  experienced  renewed  growth  and  vitality.  Their  rate  of  popula- 
tion growth,  8  percent,  has  significantly  exceeded  that  of  metro  areas, 
and  internal  migration  has  begun  to  flow  in  a  nonmetro  direction 
as  well. 

If  we  look  at  this  chart,  and  look  at  population  change,  you  will 
note  that  vast  nonmetropolitan  areas  gained  a  net  of  2.2  million 
migrants  during  the  first  6  years  of  the  1970's,  the  vast  majority 
from  suburbs  and  cities  in  metro  areas. 

[See  fig.  1,  p.  385.] 

Mr.  Mercure.  If  you  will  notice,  the  U.S.  total,  we  have  the  non- 
metro growth  pattern  1960  to  1970  and  1970  to  1976,  the  total  non- 
metro growth  is  at  this  point. 
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Compared  to  the  metro,  the  nonmetro  growth  has  been  consider- 
ably higher  on  an  annualized  basis.  That  trend  continues  to  be  pro- 
nounced as  we  look  at  1976  to  1977  data. 

If  you  look  at  these  two  elements,  one  of  the  questions  we  pose 
to  ourselves  is  that  nonmetro  growth  really  is  just  an  expansion  of 
the  metro  population  beyond  the  current  rough  boundaries  that  are 
defined. 

There  is  solid  evidence  now  that  suggests  that  nonadjacent  coun- 
ties are  growing  almost  as  fast  as  counties  that  are  adjacent  to  major 
metropolitan  centers.  The  fact  is  that  the  counties  that  have  ex- 
perienced growth  are  pretty  much  spread  around  the  country. 

As  we  look  at  that  pattern,  it  suggests  also  that  we  have  to  keep 
tracking  that  growth  element.  This  is  for  a  number  of  reasons.  The 
principal  one  is  that  many  of  the  smaller  communities  affected  by 
this  growth  are  experiencing  serious  problems  in  accommodating  that 
growth.  We  need  to  begin  to  anticipate  more  effectively  these  prob- 
lems and  work  with  local  communities  to  resolve  the  problem  before 
it  becomes  a  crisis. 

Let's  look  at  regional  population  growth  from  1970  to  1976. 

[See  fig.  2,  p.  387.] 

We  see  on  this  chart  in  the  western  region,  metropolitan  growth 
is  9.4  percent,  and  nonmetropolitan  is  16.1  percent.  Population 
growth  in  the  Southeast  is  10.4  percent  for  metropolitan  and  8.2 
percent  for  nonmetropolitan.  For  what  I  guess  one  would  call  the 
upper  Midwest  and  Great  Lakes  area,  one  sees  a  1-percent  growth 
in  metro  and  a  4.2-percent  growth  in  nonmetro.  There  is  a  decline 
of  three-tenths  of  a  percent  in  metro  in  the  Northeastern  States,  and 
an  8.4  percent  increase  in  nonmetro  growth. 

As  we  also  look  at  this  kind  of  growth,  we  must  be  concerned  about 
the  interaction  between  urban  and  rural  and  socioeconomic  improve- 
ments. As  we  look  at  that  dimension,  it  is  important  for  us  to  an- 
ticipate the  interactions. 

We  are  not  proposing  that  one  ought  to  emphasize  rural  develop- 
ment policy  in  isolation.  We  think  it  would  be  disastrous  not  to  be 
also  concerned  about  healthy  growth — that  is,  socioeconomic  im- 
provement— in  urban  settings.  Lack  of  opportunity  in  urban  set- 
tings would  lead  ultimately  to  problems  in  rural  areas.  The  need  for 
balance  which  was  articulated  by  Congress  when  they  put  in  place 
the  White  House  Conference  on  Balanced  National  Growth  and 
Economic  Development,  is  something  we  must  keep  in  mind.  It  is 
very  easy  for  those  of  us  who  are  rural  advocates  to  want  to  shove 
everything  in  the  direction  of  "rural  development,"  just  as  I  have 
often  felt  that  outside  this  group  here,  there  is  a  tremendous  tendency 
to  ignore  rural  areas  when  everybody  talks  about  national  urban 
development. 

I  can't  see  how  this  country  can  develop  one  end  of  the  spectrum 
without  seeking  to  develop  health  in  the  other  end  of  the  spectrum. 

Mr.  Nolan.  Mr.  Mercure,  if  you  will  yield  for  a  moment,  let  me 
say  this.  At  some  point  in  your  testimony,  do  you  have  any  informa- 
tion as  to  who  those  people  are  who  are  migrating:  to  the  rural  areas? 

Mr.  Mercure.  I  do  not  believe  it  is  in  our  testimony,  but  we 
can  get  you  some  analyses  of  it.  We  have  a  wide  diversity  of  popu- 
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lation  which  is  swinging  into  the  rural  setting.  They  tend  to  be  more 
affluent  for  the  most  part. 

Mr.  Nolan.  Are  a  lot  of  them  retirees? 

Mr.  Mercure.  In  some  sections  there  are  significant  flows  of  re- 
tirees and  older  citizens.  It  appears,  for  example,  that  in  communi- 
ties where  you  have  regional  universities,  State  universities,  they 
happen  to  be  an  attractive  element  for  drawing  people  to  rural 
communities  and  smaller  cities.  There  is  really  a  whole  range  of 
activities  attracting  the  immigrants. 

[The  following  additional  information  was  submitted  by  Mr. 
Mercure:] 

The  people  who  have  moved  into  nonmetropolitan  communities  in  recent  years 
have  a  wide  variety  of  backgrounds,  characteristics,  and  activities.  Some  of  these 
features  can  be  quantified ;  others  cannot  be  from  existing  data. 

In  1975,  there  were  6,226,000  persons  5  years  of  age  and  older  residing  in 
nonmetropolitan  counties  who  lived  in  metropolitan  areas  5  years  earUer.  They 
amounted  to  nearly  12  percent  of  the  total  nonmetropolitan  population.  Most 
of  them  are  comparatively  young,  with  a  median  age  of  less  than  28  years. 
They  are  disproportionately  white  (94  percent).  About  seven-eights  are  hus- 
band-wife couples  and  children  or  other  relatives  of  such  families.  Average 
educational  attainment  of  12.6  years  is  good  and  somewhat  higher  than  that 
of  the  rest. of  the  nonmetropolitan  population  (12.2  years).  Unemployment 
was  definitely  more  of  a  problem  for  the  immigrants  than  for  the  nonmigrant 
population,  with  11.5  percent  of  the  work  force  migrants  out  of  work  com- 
pared with  8.5  percent  of  the  nonmigrants.  The  timing  of  the  survey  during 
the  heart  of  the  last  recession  (March  1975)  may  account  for  some  of  this 
difference. 

The  migrants  to  nonmetropolitan  areas  from  1970-75  are  supplying  a  sig- 
nificant part  of  persons  engaged  in  professional  and  technical  jobs.  They 
comprised  19  percent  of  this  occupational  class  in  nonmetropolitan  counties, 
although  making  up  only  11  percent  of  total  employment  They  were  also 
overrepresented  among  two  other  white  collar  groups  (managers  and  admin- 
istrators, and  sales  workers).  The  immigrants  are  most  underrepresented  in 
agriculture  (6  percent)  and  in  manufacturing  jobs  (9  percent).  Income  com- 
parisons are  not  presently  available.  However,  the  new  residents  are  thought 
to  have  somewhat  higher  income  than  other  nonmetropoUtan  residents,  but 
lower  average  income  than  is  found  in  metropolitan  areas.  One  recent  survey 
showed  that  23  percent  of  immigrants  to  nonmetropolitan  areas  were  earning 
less  after  making  the  move  than  they  did  5  years  earlier.  Many  seem  to  move 
primarily  for  nonpecuniary  reasons. 

We  cananot  say  how  many  of  the  migrants  are  of  rural  and  small  town 
origins  and  how  many  grew  up  in  cities.  It  is  clear  that  both  classes  are 
represented.  Although  older  people  do  not  comprise  a  large  part  of  the  migrants, 
they  are  having  a  significant  impact  on  nonmetropolitan  growth  by  virtue  of 
the  fact  that  (1)  they  go  disproportionately  to  certain  areas  and  (2)  less  of 
their  inmovement  is  offset  by  outmovement  than  is  true  of  any  other  age  group. 

In  general,  migrants  into  nonmetropolitan  areas  in  recent  years  have  per- 
sonal characteristics  that,  on  the  average,  are  beneficial  to  the  receiving  areas. 
They  do  not  typically  comprise  a  problem  class,  unless  they  arrive  in  such 
numbers  that  population  growth  becomes  rapid  and  difficult  to  absorb. 

Mr.  Mercure.  I'd  like  us  to  look  now  at  the  data  on  industrial 
sector  jenrowth.  I  wonder  if  we  can  skip  to  that,  because  I  think  that 
begins  to  get  us  at  the  nonf  arm  wa*?e  situation. 

Mr.  Nolan.  Without  objection,  the  chart  indicated  will  be  inserted 
into  the  record  at  this  point. 

TSee  fig.  13,  p.  409.] 

Mr.  Mercure.  Nonf  arm  wage  and  salary  employment  from  1970  to 
1977  is  shown  on  this  chart.  In  the  western  region,  metropolitan  non- 
farm  wage  and  salary  improvement  was  23^  percent.  It  was  47.9 
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percent  in  the  rural,  or  nonmetro,  setting.  In  the  Midwest,  it  was  8.9 
percent  for  metro,  and  19.8  for  nonmetro.  In  almost  all  of  the  re- 
gions, except  in  the  southern  region,  you  will  find  that  rural  employ- 
ment growth  rates  are  just  about  twice  those  found  in  metropolitan 
areas. 

However,  while  employment  is  on  the  move  and  improving  sig- 
nificantly, there  is  still  a  problem.  Some  of  the  studies  we  review 
suggest  that  just  increasing  employment  may  not  necessarily  reduce 
unemployment.  A  few  years  ago  in  my  discussions  in  New  Mexico, 
I  used  to  argue  that  to  the  extent  that  the  city  of  Albuquerque — 
with  a  population  of  300,000 — continued  to  emphasize  the  develop- 
ment inside  the  city,  it  was  essentially  going  to  attract  many  addi- 
tional rural  residents.  And  for  a  long  period  of  time  the  unemploy- 
ment rate  in  the  city  of  Albuquerque  did  not  drop  very  significantly, 
in  spite  of  the  influx  of  industry  of  significantly  large  employment. 
That  is  for  the  simple  reason  that  people  out  of  work  are  attracted 
to  the  areas  of  increasing  employment.  It  seems  that  this  would  argue 
that  we  ought  to  maintain  some  precaution  in  anticipating  what  the 
dimensions  of  that  growth  ultimately  will  be. 

Mr.  Panetta.  I  am  not  sure  I  understand  this  chart.  It  says,  "Re- 
gional Change  in  Nonfarm  Wage  and  Salary  Employment."  Doesn't 
that  represent  a  percentage  on  the  salary  of  the  unemployment  level? 

Mr.  Mercure.  That  represents  the  increase  in  the  number  of  jobs 
that  took  place  as  a  result  of  nonfarm  employment. 

Mr.  Panetta.  A  50-percent  increase  in  the  West  in  nonfarm  em- 
ployment? 

Mr.  Mercure.  Yes;  that  is  right.  That  is  a  cumulative  figure,  by 
the  way.  But  the  interesting  point  is  that  from  one  year  to  the  next, 
the  figure  has  actually  accelerated  slightly. 

Mr.  Panetta.  Nonmetro? 

Mr.  Mercure.  Yes.  There  are  essentially  two  jobs  generated  in  the 
nonmetro  areas  as  compared  to  the  metro  areas. 

Mr.  Panetta.  You  don't  have  any  breakdown  as  to  whether  those 
jobs  represented  industrial  jobs  which  may  have  moved  out  into 
rural  areas,  do  you? 

Mr.  Mercure.  Yes;  we  do.  It's  in  this  chart. 

Mr.  Nolan.  Without  objection,  the  chart  indicated  at  this  time 
will  be  inserted  into  the  record  at  this  point. 

[See  fig.  14,  p.  411.] 

Mr.  Mercure.  If  you  will  notice  the  major  job  sectors  here,  jobs 
related  to  mining  have  increased  by  36  percent  in  nonmetro  areas. 
They  have  increased  by  20  percent  in  metro  areas. 

In  construction,  there  has  been  a  slight  decline  in  metro,  but  a 
32-percent  increase  in  nonmetro.  It  probably  has  a  great  deal  to  do 
with  the  whole  question  of  exploitation  and  natural  resources. 

As  for  manufacturing,  we  see  a  decline  in  metro  areas  and  an 
almost  equivalent  increase  in  the  nonmetro. 

This  line  indicates  the  transportation,  communications,  and  utilities 
data.  There  is  a  slight  decline  in  the  metro,  and  a  13-percent  increase 
in  the  nonmetro. 

As  for  trade,  it  is  17  percent  in  metro  areas  as  compared  to  29  per- 
cent in  nonmetro. 
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I  do  not  know  what  FIKE  means.  Oh  yes,  it  means  the  finance, 
insurance,  and  real  estate  group.  OK.  Jobs  in  this  group  grew  17 
percent  in  metro  areas  and  34  percent  in  nonmetro  areas. 

Services  has  been  the  fastest  growing  sector  of  employment  in  both 
nonmetro  and  metro  areas. 

Then  you  have  government  employment.  You  will  notice  it  went 
up  20  percent  for  metro  and  23  percent  for  nonmetro. 

The  total  change  in  nonfarm  wage  and  salary  employment  was 
10.8  percent  for  metro  areas  and  22  percent  for  nonmetro. 

Some  people  tell  us  that  increasing  the  number  of  bureaucrats  is 
not  necessarily  healthy. 

On  the  other  hand,  I  have  not  been  able  to  find  anybody  who  is 
prepared  to  do  away  with  any  bureaucracies,  except  somebody  else's. 

Mr.  Panetta.  Give  us  a  chance.  [Laughter.] 

Mr.  Nolan.  We  have  not  showed  you  the  bill  that  eliminates  the 
Rural  Development  Administration  yet.  [Laughter.] 

Mr.  Mercure.  At  any  point  that  you  have  any  questions  about 
this  data,  we  will  be  very  happy  to  try  to  respond  to  them. 

Mr.  Nolan.  Thank  you. 

Do  any  of  the  members  have  any  questions?  As  Mr.  Mercure  pro- 
ceeds, please  feel  free  to  interrupt  and  ask  your  questions. 

Mr.  Mercure.  I  think  I  will  dispose  with  the  rest  of  the  charts.  If 
there  are  any  further  question^  about  data,  we  can  put  up  the  appro- 
priate chart.  I  think  some  of  the  points  that  you  made  in  your  intro- 
ductory statements  essentially  confirm  what  our  data  show. 

I  would  hope  it  does  because  I  think  that  a  lot  of  it  is  derived 
from  the  same  source.  [Laughter.] 

Mr.  Nolan.  Without  objection,  the  remaining  charts  will  be  sub- 
mitted for  insertion  in  the  record  at  this  time. 

[See  fig.  6,  p.  395 ;  fig.  7,  p.  397 ;  fig.  8,  p.  399 ;  fig.  19,  p.  421 ;  fig.  20, 
p.  423.] 

Mr.  Mercure.  Getting  back  to  my  text,  I  mentioned  that  nearly 
60  million  persons,  27  percent  of  the  U.S.  total,  live  in  nonmetro- 
politan  America.  The  rate  of  population  growth  in  these  areas — 8 
percent — has  indeed  exceeded  that  of  metro  areas,  and  internal  migra- 
tion has  begun  to  flow  in  a  nonmetro  direction  too.  As  earlier  stated, 
nonmetro  areas  trained  a  net  of  2.2  million  migrants  during  the  first 
6  years  of  the  1970's,  with  the  vast  majority  coming  from  suburbs  and 
cities  in  the  metropolitan  area. 

Consequently,  they  have  accounted  for  a  disproportionate  share  of 
recent  national  growth.  Four  of  every  10  persons  added  to  the  U.S. 
population  have  been  nonmetro  residents.  This  is  a  distinct  reversal 
from  the  1960's,  when  metro  areas  held  an  overwhelming  growth 
advantasre.  However,  in  the  midst  of  this  turnaround,  there  are  still 
about  600  nonmetro  counties  that  continue  to  experience  net  outmigra- 
tion  and  population  decline.  Usually  these  are  counties  characterized 
by  large  minority  populations,  an  economy  that  is  primarily  agri- 
cultural, or  general  underdevelopment. 

The  reasons  for  the  turnaround  involve  three  interrelated  sets^  of 
factors  which  combine  to  permit  modern,  economically  fruitful  living 
in  the  small  towns  and  rural  areas  that  make  up  nonmetro  America. 
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First :  There  has  been  a  decentralization  of  employment  opportuni- 
ties from  metro  to  nonmetro  areas.  Between  1970  and  1977,  nonfarm 
wage  and  salary  employment  increased  by  27  percent  in  nonmetro 
areas,  compared  with  12  percent  in  metro  areas.  In  addition,  the 
character  of  nonmetro  employment  has  also  changed,  with  service- 
performing  jobs  taking  the  lead  in  recent  growth.  Rural  employment 
can  no  longer  be  equated  just  with  agriculture  in  most  areas.  In  fact, 
in  1975,  agriculture  accounted  for  less  than  10  percent  of  total  per- 
sonal income  in  nonmetro  areas,  although,  of  course,  the  multiplier 
effect  of  this  income  generation  makes  this  figure  higher.  Another 
significant  change  has  been  the  growth  of  women's  labor  force  par- 
ticipation. Women  accounted  for  nearly  two-thirds  of  nonmetro  em- 
ployment growth  between  1960  and  1974.  Thus,  economic  barriers 
to  making  a  decent  living  have  been  reduced  and  along  with  them 
some  of  the  economic  impetus  for  migrating  to  a  city  in  search  of  a 
job. 

Second :  A  large  segment  of  the  Nation's  population  tends  to  prefer 
rural  and  smalltown  living  rather  than  urban  community  living, 
although  a  large  proportion  prefer  the  rural  community  to  be  rela- 
tively near  a  larger  metro  city. 

Third:  Many  discomforts  previously  associated  with  rural  living 
are  no  longer  of  consequence  in  most  rural  areas.  The  automobile 
plus  technological  advances  such  as  all-weather  roads,  rural  electrifi- 
cation, extension  of  water  and  sewer  facilities,  rural  telephone  service, 
and  broadband  communications  in  many  nonmetro  areas  make  a  con- 
temporary style  of  life  possible  regardless  of  urban-rural  location. 

It  should  be  pointed  out,  however,  that  nonmetro  America  is 
extremely  heterogeneous.  The  factors  that  bring  about  growth  in  one 
area  may  be  of  little  consequence  in  another.  For  example,  retirement 
and  recreation  are  important  in  some  parts  of  the  country  while  the 
growth  of  service-performing  industries  is  of  primary  importance  in 
others.  Similarily,  the  consequences  of  recent  growth  trends  may  be 
different  in  different  parts  of  the  country.  The  fact  of  nonmetro 
diversity  should  be  at  the  forefront  of  discussions  on  balanced  growth 
and  national  development. 

The  socioeconomic  position  of  nonmetro  areas  has  been  improving 
compared  with  that  of  metropolitan  areas.  However,  I  want  to  make 
it  clear  that  a  disproportionate  share  of  the  pool  are  still  concen- 
trated in  nonmetro  areas.  Also,  metro-nonmetro  disparity  in  educa- 
tional attainment,  family  income,  housing  quality,  and  access  to 
essential  services  persists. 

In  1976,  nonmetro  median  family  income  was  just  under  80  percent 
of  that  in  metro  areas.  This  is  a  considerable  improvement  over 
1960,  when  it  was  69  percent.  However,  a  disproportionate  share  of 
the  poor  continue  to  live  in  nonmetro  areas.  In  1976,  1  in  6  nonmetro 
residents  was  poor,  compared  with  1  in  9  metro  persons.  Rural 
poverty  is  not  equally  distributed  among  the  regions  of  our  country. 
In  fact,  nearly  60  percent  of  all  the  nonmetro  poor  live  in  the  South, 
and  8  of  10  persistent  low-income  counties  are  located  in  that  region. 

The  composition  of  the  nonmetro  poverty  population  is  different 
from  that  in  metro  areas.  A  much  higher  proportion  of  nonmetro 
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poor  families  are  headed  by  males,  and  there  is  a  much  higher  inci- 
dence of  the  so-called  "working  poor."  These  poor  are  excluded  from 
many  of  the  current  categorical  welfare  programs  and  would  be 
among  the  most  benefited  by  proposals  for  welfare  reform  such  as 
the  President's  proposal,  program  for  better  jobs  and  income,  or 

Finally,  there  is  a  racial  and  ethnic  aspect  to  nonmetro  poverty. 
While  li  percent  of  white  nonmetro  families  earned  less  than  the 
poverty  level  income  in  1976,  corresponding  figures  for  blacks  and 
Hispanics  are  38  and  27  percent,  respectively  ^  The  existence  of  a 
large  concentration  of  low-income  people  in  rural  areas  in  the  South, 
despite  generally  improving  rural  conditions  even  within  the  region, 
is  a  particularly  difficult  development  problem.  In  addition,  Indians, 
especially  rural  Indians,  are  among  the  most  disadvantaged  of  any 
population  group  in  the  United  States. 

A  similar  story  is  portrayed  in  data  on  housing,  infant  mortality, 
the  attainment  of  formal  education,  and  access  to  medical  care.  For 
example,  the  rate  of  decline  in  substandard  housing  has  been  much 
more  rapid  in  nonmetro  than  in  metro  areas,  but  disparity  persists. 
About  7  percent  of  nonmetro  houses  lack  some  or  all  plumbing,  com- 
pared with  less  than  2  percent  of  metro  units.  As  was  the  case  for 
income  and  poverty,  there  is  a  regional  and  racial  aspect  to  the  inci- 
dence of  inferior  housing,  60  percent  of  all  inadequate  nonmetro 
housing  is  located  in  the  South,  and  over  half  of  these  units  are 
occupied  by  blacks. 

A  lot  lias  been  accomplished  in  nonmetropolitan  America,  but 
much  more  remains  to  be  done.  In  seeking  ways  to  develop  our  small 
towns  and  rural  areas,  we  must  remember  that  the  relationships  of 
interdependence  that  bind  together  regions  and/or  metro-nonmetro 
sectors  of  our  country  are  dynamic  and  ever-changing. 

We  must  also  remember  that  nonmetro  conditions  are  extremely 
diverse  and  varied.  While  the  overall  social  and  economic  condition 
has  improved,  geographic  pockets  of  stubborn  poverty  remain  as  do 
poverty  and  disadvantage  among  some  groups  of  our  nonmetro  popu- 
lation. Kural  development  policy  must  be  targeted  to  improve  the 
conditions  of  life  for  these  disadvantaged  groups  and  areas.  Equity 
and  efficiency  between  the  areas  of  our  country  and  among  residents 
within  areas  must  be  our  goal. 

Now,  moving  on  from  the  current  rural  situation,  I'll  address  your 
other  questions.  I  have  covered  your  question  relating  to  the  status 
of  the  rural  development  efforts  of  each  USDA  agency  quite 
thoroughly  in  my  written  testimony.  This  morning  I  have  elected 
to  focus  our  testimony  on  the  rural  development  activities  of  Farm- 
ers Home  line  programs.  I  am  doing  this  for  two  reasons.  One,  the 
changes  in  emphasis  we  are  making  in  our  FmHA  line  programs  are 
central  to  our  rural  development  strategy.  And  two,  it  would  take 
at  least  an  additional  hour  to  treat  the  other  USDA  agencies  ade- 
quately. 

I  have  asked  Gordon  Cavanaugh,  Administrator  of  the  Farmers 
Home  Administration,  to  make  the  presentation  for  this  part  of  our 
testimony.  Gordon  is  in  the  middle  of  the  action  and  can  give  you 
a  firsthand  report. 
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STATEMENT  OF  GORDON  CAVANATOH,  ADMINISTRATOR,  FARMERS 
HOME  ADMINISTRATION,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Cava^augh.  Good  morning,  gentlemen. 

In  Farmers  Home,  we  have  the  following  major  tools  for  eco- 
nomic and  community  development :  the  rural  development  loan  and 
grant  programs,  the  housing  loan  and  grant  programs,  and  the  agri- 
culture credit  program. 

Rural  development  loan  and  grant  program  levels  for  1979  are 
estimated  at  $2.4  billion.  This  includes  increases  over  fiscal  year 
1978  of  $50  million  for  water  and  waste  disposal  loans  and  $100 
million  for  business  and  industrial  loans.  Budget  requests  for  other 
community  facilities  remain  at  the  1978  level  of  $250  million.  We 
expect  that  housing  loans  and  grants  will  exceed  $4  billion  in  1979 
and  that  they  will  maximize  housing  assistance  to  families  with  the 
lowest  incomes.  Thus,  subsidized  housing  programs  will  be  increased 
from  1978  levels,  with  some  shift  to  new  construction  from  purchase 
of  existing  dwellings.  The  nonsubsidized  programs  have  been  de- 
creased from  1978  levels.  Approximately  80  percent  of  the  housing 
loans  made  under  the  rural  nousing  programs  will  be  made  at  sub- 
sidized interest  rates  in  1979,  compared  with  69  percent  in  1978 
to  assure  that  the  most  serious  substandard  housing  problems  are 
addressed. 

Loan  levels  for  FmHA's  agricultural  credit  programs  are  esti- 
mated at  $2.1  billion  in  1979,  about  $2.1  billion  less  than  in  1978. 
The  decrease  is  largely  due  to  the  emergency  loan  program.  How- 
ever, our  budget  request  for  1979  seeks  authority  to  authorize  emer- 
gency loans  in  such  amounts  as  may  be  necessary  to  meet  natural 
disasters. 

Recent  Farmers  Home  legislative  initiatives  for  farmers  that 
will  have  an  impact  upon  rural  development  include  two  bills,  H.R. 
11504  and  S.  2146,  that  have  passed  the  appropriate  agriculture 
committees  and  are  now  scheduled  for  discussion  on  the  floor.  Title 

I  of  these  bills  amends  current  legislation  in  order  to  increase  farm 
operating  and  ownership  loan  limits,  to  make  these  loans  available  to 
partnerships  and  family  farming  corporations,  and  to  make  other 
changes  that  will  help  farmers  having  economic  problems  because  of 
low  prices. 

Title  II  of  these  bills  is  called  the  "Emergency  Agricultural 
Credit  Adjustment  Act  of  1978."  The  main  provision  of  title  II  is 
for  up  to  $4  billion  in  economic  emergency  loan  assistance  to  help 
farmers,  ranchers,  partnerships,  and  corporations  to  overcome  eco- 
nomic distress.  The  purpose  of  this  and  other  provisions  of  title 

II  is  to  help  keep  farmers  and  ranchers  in  business  with  their  pres- 
ent lenders. 

As  other  evidence  of  USDA's  concern  for  small  farmers,  Secre- 
tary Bergland  has  directed  Farmers  Home  to  take  a  number  of  steps 
to  help  farm  loan  borrowers,  including  deferring  or  reprograming 
principal  and  interest  payments  for  up  to  5  years  to  help  farmers 
who  have  fallen  behind  on  their  loans  through  circumstances  beyond 
their  control. 

I  am  providing  for  the  record  a  more  detailed  Summary  of  the 
Farmers  Home  expenditure  level  over  the  past  3  years. 
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Mr.  Nolan.  Without  objection,  this  additional  information  will 
be  inserted  into  the  record  at  this  point. 

[See  pages  448  through  451  of  the  responses  to  questions.] 

Mr.  Cavanaugh.  The  impact  of  these  programs  can  best  be 
measured  by  the  number  of  rural  jobs  affected,  the  number  of  people 
served,  and  other  related  measures  for  each  of  the  programs  we 
administer.  Let  me  cite  for  you  the  impact  of  just  one  of  our  pro- 
grams— the  business  and  industrial  guaranteed  loan  program.  This 
program  is  designed  to  create  and  maintain  employment  in  rural 
areas.  The  status  of  this  program  is  one  of  growth,  with  $1.1  bil- 
lion planned  for  fiscal  year  1979.  This  year  alone  in  that  program, 
it  is  estimated  that  43,887  jobs  will  be  created  and  63,156  jobs 
saved.  The  program  will  affect  107,043  total  jobs  this  fiscal  year 
alone,  or  42  percent  of  all  jobs  affected  since  the  inception  of  the 
program  in  1974. 

Farmers  Home  is  a  people-oriented  agency  and  the  goal  must  be 
to  help  those  who  need  help  the  most.  We  must  focus  on  problems, 
and  not  solely  on  risks.  For  example,  while  business  and  industrial 
development  loans  are  made  to  all  types  of  businesses  and  industries, 
they  are  now  being  directed  toward  those  communities  with  high 
rates  of  unemployment  and  those  areas  with  severe  underemploy- 
ment. The  community  facilities  program  funds  are  used  to  finance 
projects  involving  fire,  rescue,  and  public  safety;  health  and  medi- 
cal care  facilities;  public  buildings;  cultural  and  educational  facili- 
ties; industrial  development  facilities;  and  transportation  facilities. 
In  order  to  serve  more  families  in  the  water  and  waste  disposal 
loan  program,  priority  consideration  is  being  given  to  those  projects 
which  will  enlarge,  extend,  or  otherwise  modify  existing  facilities 
to  provide  service  to  additional  rural  residences. 

In  addition  to  the  budget  requests  which  I  have  already  given, 
let  me  cite  other  examples  of  new  programs  in  the  area  of  housing 
initiatives  that  demonstrate  that  we  are  developing  strategies  for 
targeting  rural  housing  assistance  to  the  most  needy  people. 

One :  Loans  for  very  low  income  people  and  grants  tor  the  elderly, 
both  to  repair  badly  deficient  housing,  are  budgeted  to  increase  from 
$24  million  this  year  to  $48  million  in  fiscal  1979. 

Two:  Farm  labor  housing  loans  and  grants  are  budgeted  to  in- 
crease from  the  current  $17.5  million  to  $76  million. 

Three:  'An  increase  of  $178  million  is  budgeted  for  the  rural 
rental  and  cooperative  housing  program.  This  is  to  help  the  many 
rural  families  that  can't  afford  traditional  homeownership  and 
those  whose  needs  are  best  met  in  multifamily  housing,  such  as 
some  of  the  elderly  and  handicapped. 

Four:  The  largest  housing:  program — the  basic  section  502  loan 
program,  at  almost  $2.7  billion  a  year — cannot  help  lower  income 
families  in  substandard  housing  because  these  families  can't  pay. 
The  alternative  of  rental  housing  projects  is  not  feasible  in  many 
smaller  communities  and  countryside  areas.  Therefore,  we  have  sub- 
mitted a  bill  for  rural  homeownership  assistance  that  would  serve 
families  with  incomes  too  low  to  benefit  from  existing  programs. 
The  proposal  provides  for  low-interest  loans  plus  a  subsidy.  For 
example,  a  family  with  $5,000  annual  income  applying  for  a  ioan  to 
buy  a  $25,000  house  would  receive  a  33-year  loan  at  1  percent  plus 
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a  subsidy  to  reduce  its  total  housing  costs  to  25  percent  of  adjusted 
annual  family  income. 

We  have  mentioned  several  times  the  reorganization  of  Farmers 
Home.  Here  I'll  just  briefly  sav  that  the  reorganization  of  FmHA 
was  done  for  several  reasons.  The  primary  reason  is  that  we  want 
to  insure  that  our  massive  investments  more  closely  respond  to  State 
and  local  priorities.  And  second,  we  want  to  improve  the  delivery 
of  our  service  at  the  local  level.  It  is  this  second  reason  that  I  want 
to  bring  out  here.  The  restructuring  that  will  take  place  includes 
shifts  in  responsibility  so  that  district  offices  will  be  responsible  for 
processing  and  servicing  community  facilities,  multifamily  housing, 
and  business  and  industrial  loan  programs.  County  offices  will  there- 
fore be  able  to  concentrate  their  efforts  on  the  farm  and  homeowner- 
ship  programs. 

I  think  it  is  important  to  say  here  and  now  that  the  recent  merger 
of  FmHA  and  the  Rural  Development  Service  promises  to  add  a 
significant  dimension  to  the  mission  of  the  foregoing  programs.  And 
the  policy  coordination  and  training  capabilities  added  to  FmHA  by 
the  merger  provide  the  resources  to  help  to  quickly  operationalize 
the  expanded  mission. 

FmHA's  community  facilities  program  offers  a  good  illustration 
of  this  opportunity.  Since  approximately  70  percent  of  these  com- 
munity facility  loans  have  been  made  for  health  care  facilities,  it 
is  important  for  the  program  managers  to  be  familiar  with  rural 
health  care  delivery  concepts  and  some  of  the  major  HEW  programs. 
In  this  regard,  the  policy  coordination  and  training  unit  has  initi- 
ated with  HEW  the  idea  to  train  local  FmHA  and  cooperative  ex- 
tension staff  to  strengthen  their  capability  to  provide  technical 
assistance  and  program  information  on  HEW's  rural  health  initia- 
tive and  health  underserved  rural  areas  programs.  Through  still 
another  initiative,  FmHA  with  HEW  is  developing  the  idea  of 
targeting  some  community  facility  loans  to  HEW's  rural  health 
initiative  sites. 

Establishing:  effective  primary  health  care  in  rural  areas  is  one 
thins:,  providing  access  to  them  in  another.  The  absence  of  even 
minimal  transportation  in  many  rural  areas  has  been  frequently 
cited  as  a  major  impediment  to  economic  as  well  as  social  improve- 
ment. 

Our  specialist  in  transportation  is  working  to  bring  to  Farmers 
Home  a  focused  consideration  of  transportation  needs  in  evaluating 
applications  for  community  facilities,  housing,  and  business  and  in- 
dustry loans. 

Our  manpower  specialist  served  on  the  task  force  established  to 
create  the  National  Rural  Development  &  Finance  Corp.,  NRDFC, 
that  will  administer  this  fund.  We  have  been  successful  in  reaching 
a  point  where  the  NRDFC  anticipates  working  closely  with  FmHA 
on  these  development  ventures,  particularly  in  rural  housing  proj- 
ects. We  will  also  be  working  to  include  manpower  development 
concepts  in  FmHA  business  and  industrial  development  program 
strategies. 

In  a  related  effort,  our  policy  coordination  unit  has  been  able  to 
provide  a  link  between  FmHA  and  the  Labor  Department  in  the 
design  and  initiation  of  an  "economic  stimulus  project"  to  provide 
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construction  skills  training  and  employment  to  low-income  rural 
residents,  while  upgrading  the  housing  stock  in  rural  communities. 
The  program — administered  by  Eural  America,  Inc. — will  utilize  $6 
million  in  Department  of  Labor  moneys  to  provide  training  in  hous- 
ing rehabilitation  and  construction  skills  to  1,000  individuals.  These 
skills  will  be  developed  and  utilized  in  FmHA-financed  projects  for 
repair  and  rehabilitation  of  1,000  homes. 

As  you  know,  the  Eural  Development  Act  of  1972  authorized  the 
funding  of  grants  for  comprehensive  rural  development  planning 
under  section  111.  This  section  was  first  funded  by  the  Congress 
in  fiscal  year  1978  for  $5  million. 

Final  regulations  for  this  program,  called  the  area  development 
assistance  planning  grant  program,  were  published  in  the  Federal 
Register  on  April  4,  1978.  Preapplications  are  now  being  accepted 
at  Farmers  Home  Administration  State  and  county  offices. 

These  regulations  were  developed  with  extensive  consultation  with 
public  and  private  interest  groups  and  others  interested  in  rural 
development,  including  potential  applicants.  We  plan  to  use  this 
program  to  initiate  rural  development  planning  processes  in  a  num- 
ber of  communities,  to  support  specific  planning  activities  at  the 
substate  and  local  level,  and  to  involve  some  State  governments  in 
rural  development  planning  as  well. 

I  would  like  to  thank  you  for  this  opportunity  to  tell  you  about 
the  new  focus  in  rural  development  at  the  Farmers  Home  Adminis- 
tration. 

I  welcome  any  questions  after  our  testimony  is  completed.  Now, 
back  to  Secretary  Mercure. 

STATEMENT  OF  ALEX  P.  HEBCTTBE— Continued 

Mr.  Mercure.  Thank  you. 

One  topic  which  I  guess  we  don't  want  to  skirt  is  the  problem  of 
budgetary  cuts.  Let  me  dwell  on  that  for  a  moment. 

We  often  get  asked,  "Why  did  you  cut  this  or  that  program  out 
of  the  budget?"  My  answer  is  simple  and  direct.  When  the  budget 
pie  was  sliced,  we  simply  did  not  have  enough  money  to  do  all 
those  things  we  wanted  to  do.  So,  I  cut  back  those  programs  where 
we  felt  the  effect  would  be  least  harmful  and  not  oecause  we  did 
not  like  the  programs. 

For  example,  contrary  to  what  some  may  think,  my  actions  with 
regard  to  the  section  111  program  just  mentioned  do  not  signal  my 
lack  of  appreciation  of  the  need  for  rural  development  planning 
and  management  capability.  On  the  other  hand,  until  we  consolidate 
our  planning  requirements  and  resources,  it  doesn't  make  much 
sense  to  me  to  fight  to  the  death  for  what  in  effect  would  be  just 
another  chip  on  the  pile. 

Just  last  month  a  Governor  complained  to  me  that  his  people 
had  to  prepare  70  different  "comprehensive"  plans  in  order  to  par- 
ticipate in  key  Federal  categorical  programs,  and  even  worse,  he 
said,  "When  you  put  all  these  plans  together,  jrou  still  don't  have  a 
comprehensive  plan."  The  President's  reorganization  project  team 
is  well  aware  of  this  fragmentation  and  is  actively  looking  for  ways 
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to  consolidate  planning  requirements  and  resources  that  will  take 
into  account  the  differing  social,  economic,  and  topographic  situa- 
tions found  in  rural  areas.  So  rather  than  keep  "throwing  chips  on 
the  pile,"  I  for  one,  support  the  reorganization  project  team's  efforts 
to  make  some  sense  out  of  the  "chips"  already  on  the  pile,  and  thus 
I  would  not  want  to  add  another  one  at  this  time. 

In  addition  to  the  activities  that  Gordon  Cavanaugh  has  told  you 
about,  if  we  had  more  time,  I  would  like  to  tell  you  about : 

EEA's  activities  including  those  in  connection  with  broad-band 
communications ; 

The  Department's  energy  activities  including  the  development  of 
a  low-cost  air  solar  collection  system,  our  rural  home  weatheriza- 
tion  program,  and  our  solar  greenhouse  demonstration; 

Our  efforts  to  aid  small  farm  operators ; 

Our  agricultural  support  program  activities ; 

Our  actions  to  aid  native  Americans,  including  the  establishment 
of  a  USD  A  task  force  which  Bob  Bergland  has  asked  me  to  chair ; 

Our  efforts  in  the  area  of  land  use  and  resource  conservation  and 
development; 

The  status  of  our  rural  fire  protection  efforts ; 

Our  community  forestry  program ; 

The  status  of  FAPES — The  Federal  assistance  programs  retrieval 
system ;  and 

Last  but  not  least,  our  rather  extensive  efforts  in  research  and 
extension. 

I  wish  we  had  time  to  talk  about  all  of  these  activities  this  morn- 
ing but  we  have  yet  to  cover  your  questions  on  our  experiences  with 
exercising  the  603  mandate,  on  problems  with  the  rural  data  base,  on 
our  rural  advocacy  efforts,  and,  of  course,  our  comments  with  re- 
gard to  your  proposed  legislation.  In  addition  we  have  yet  to  hear 
from  the  nine  other  administration  witnesses  who  are  to  testify. 

I  talked  earlier  about  our  perspective  on  the  section  603  mandate. 
Now,  I  would  like  to  ask  Bill  Nagle,  Associate  Administrator  of 
Farmers  Home  for  rural  development  policy  management  and 
coordination,  to  talk  about  our  experiences  with  603  in  more  detail. 
After  he  has  done  that,  I'd  like  him  to  tell  you  about  the  rural 
data  problem  and  what  we  are  doing  about  it. 

STATEMENT  OF  WILLIAM  J.  NAGLE,  ASSOCIATE  ADMINISTRATOR 
FOB  RURAL  DEVELOPMENT  POLICY  MANAGEMENT  AND  COORDI- 
NATION, FAKMEKS  HOME  ADMINISTRATION,  U.S.  DEPARTMENT 
OF  AGRICULTUKE 

Mr.  Nagle.  Thank  you. 

A  variety  of  approaches  have  been  used  since  1972  to  try  to 
fulfill  the  603  mandate.  As  we  understand  it,  the  previous  adminis- 
tration relied  primarily  upon  information  dissemination  and  ex- 
change, training,  task  force  representation,  monitoring  of  meetings, 
and  other  useful,  but  nonpolicy  mechanisms  to  effect  coordination 
at  the  programs  level.  Laudable  efforts  here  include  the  national 
Eural  Development  Leadership  School  and  the  Federal  assistance 
programs  retrieval  system. 
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At  the  policy  level,  the  notable  step  was  the  creation  of  the  inter- 
departmental Assistant  Secretaries  working  group  for  rural  develop- 
ment. However,  as  Alex  has  already  indicated,  it  appears  that  this 
group  was  not  put  to  very  much  use.  It  met  only  twice  during  that 
period,  from  early  in  1973  until  last  summer  when  Alex  convened  it 
for  our  policy  study. 

We  suspect  that  the  Assistant  Secretaries  working  group  never 
became  a  viable  force  because  of  the  lack  of  a  rural  development 
emphasis  in  USDA  at  that  time. 

Another  reason  that  execution  of  section  603  was  a  problem  prob- 
ably stems  from  the  fact  that  most  responsibility  for  the  leadership 
and  coordination  mandate  was  left  up  to  a  very  small  staff  group, 
the  Eural  Development  Service,  or  RDS,  which  was  buried  in  a 
large  department  that  apparently  had  little  commitment  to  overall 
rural  development. 

At  the  State  and  local  level,  where  603  also  calls  for  coordination, 
RDS  had  little  if  any  systematic  contact  with  State  and  local  gov- 
ernment. A  number  of  representatives  of  State  and  local  govern- 
ment did  participate  in  the  National  Rural  Development  Leaders 
School,  but  there  was  no  formal  institutionalized  relationship  be- 
tween RDS  and  State  and  local  governments.  Another  avenue  for 
this  could  have  been  the  State  rural  development  committees,  but 
only  a  limited  number  of  these  had  representatives  from  State  and 
local  governments. 

The  State  rural  development  committees,  and  also  the  USDA  Na- 
tional Rural  Development  Committee,  presented  the  opportunity  few 
intradepartmental  coordination,  but  here  again  it  appears  that  suc- 
cess was  elusive.  I  think  this  was  probably  because  of  the  lack  of 
well-defined  practical  issues  or  problems  of  mutual  concern  that 
could  be  brought  before  these  groups  for  cooperative  action. 

Farmers  Home — where  staff  responsibility  for  603  is  now  lodged — 
has  also  had  surprisingly  few  institutionalized  contacts  with  State 
and  local  governments,  although  it  has  extensive  operating  experi- 
ence jit  the  State  and  local  levels.  Therefore,  it  must  be  said  that 
we  still  lack  much  direct  experience  exercising  the  603  mandate  with 
State  and  local  government. 

In  our  rural  development  policy  issues  study,  we  said  there  are 
certain  preconditions  for  an  effective  nationwide  rural  development 
effort.  Three  of  those  relate  to  the  role  and  effectiveness  of  State 
and  local  governments. 

The  first  of  these  three  needs  is  for  clearly  identified  local  and 
State  rural  development  priorities  and  strategies  to  which  USDA 
and  other  Federal  agencies  can  respond. 

The  second  is  for  a  stronger  and  more  effective  State  and  local 
government  role  in  rural  development.  This  is  needed  to  engender 
State  and  local  strategies  which  can  provide  guidance  and  direction 
for  the  effective  targeting  of  Federal  assistance  programs,  and  for 
the  formulation,  implementation,  and  evaluation  of  Federal  policies, 
strategies,  and  programs. 

A  third  precondition  is  the  systematic  involvement  of  relevant 
public  and  consumer  interest  groups  and  the  private  sector  in  the 
formulation  and  implementation  of  rural  policies  and  strategies  at 
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the  local,  State,  and  national  levels,  and  the  existence  of  intergov- 
ernmental cooperative  planning  at  each  level. 

Our  study  emphasized  the  particular  importance  of  a  much 
stronger  State  role  in  rural  development.  The  States  have  political, 
administrative,  and  constitutional  responsibilities  in  nonmctropolitan 
program  planning,  development,  and  administration. 

Often,  only  State  governments  can  supply  the  planning  and  tech- 
nical assistance  and  provide  the  governmental  reform  initiatives  re- 
quired to  strengthen  local  nonmetropolitan  governments  and  build 
administrative  capability  into  them.  Our  study  also  emphasized  that 
a  strong  State  role  in  rural  development  will  require  effective  leader- 
ship by  the  Governor  and  an  adequate  State  policy  management 
staff  to  work  with  State  agencies  and  outside  groups. 

These  conclusions  were  strongly  supported  T)y  the  White  House 
Conference  on  Balanced  National  Growth  and  Economic  Develop- 
ment. Similar  conclusions  were  reached  in  a  study  on  economic  and 
community  development  conducted  by  the  National  Governors'  As- 
sociation. These  were  reflected  in  the  resolution  on  economic  and 
community  development  passed  by  the  Governors  at  their  February 
conference  and  in  their  proposed  Economic  Development  Program 
Consolidation  Act.  The  same  principles  for  realigning  the  roles  and 
relationships  in  the  Federal  system  were  also  recognized  in  Presi- 
dent Carter's  national  urban  policy  for  conserving  America's  com- 
munities and  neighborhoods. 

Based  upon  what  we  have  learned  from  examining  the  experiences 
of  the  past,  the  views  of  others,  and  our  own  interpretation  of  603, 
we  are  taking  steps  to  engage  the  Federal  Government  as  well  as 
State  and  local  governments  in  section  603  in  two  ways:  (1)  By 
helping  them  resolve  specific  problems  stemming  from  a  lack  of 
interagency  cooperation;  and  (2)  by  involving  them  in  the  policy 
development  process. 

We  are  seeking  out  the  most  pressing  of  the  many  problems  need- 
ing solutions  and  assigning  them,  as  it  were,  for  resolution  to  the 
various  coordinating  bodies  that  have,  in  the  past,  primarily  simply 
discussed  them,  and  even  then,  in  a  non-focused,  non-problem-ori- 
ented  manner. 

For  example,  the  USD  A  national,  State,  and  local  committee  sys- 
tem, which  has  been  in  existence  for  over  4  years,  has  been  given 
the  task  of  coordinating  the  Department's  home  weatherization 
program  and,  in  most  States,  an  excellent  job  is  being  done. 

As  another  example — and  one  that  Aiex  Mercure  has  already 
used — the  Assistant  Secretaries  working  group,  just  this  past  Mon- 
day, was  asked  to  undertake  a  series  of  problems  in  urgent  need  of 
solution.  The  task  approach  will  be  used  to  get  at  specific  problems 
involving  needed  changes  in  programs  and  policies  that  the  group 
is  identifying. 

Another  very  pressing  target  of  opportunity  that  we  are  cur- 
rently addressing  is  the  inadequate  rural  data  base — which  I  will 
talk  more  about  later.  An  additional  one  is  the  need  to  make  Federal 
rural  development  actions  more  responsive  to  local  needs  while  at 
the  same  time  encouraging  local  and  State  resources  to  be  more 
responsive  to  Federal  priorities.  I  discussed  this  earlier  and  it  is 
explained  more  fully  in  the  written  response  to  question  6. 


Digitized  by 


Google 


220 

Our  policy  coordination  staff — which  we  have  learned  must  be 
staffed  with  "experts  in  functional  program  areas — has  been  directed 
to  identify  other  targets  of  opportunity  and  to  work  with  those 
agencies  involved  until  agre<  ment  is  reached.  Thus,  in  contrast  to 
the  past  unfocused  rural  advocacy  work,  largely  carried  out  through 
monitoring  of  meetings  and  participation  on  dozens  of  task  forces, 
we  are  selecting  problem  areas — what  we  have  called  targets  of  op- 
portunity— where  action  can  be  taken  now.  In  sum,  in  designing  a 
process  to  give  meaning  to  the  coordinative  aspects  of  section  603, 
we  have  come  to  the  conclusion  that  coordination  is  no  substitute 
for  working  on  urgent  problems  in  need  of  solution. 

We  see  this  year's  funding  of  the  area  development  assistance 
planning  grant  program  as  an  opportunity  to  establish  linkages  with 
the  many  types  of  governmental  and  nongovernmental  organizations 
involved  in  representing  the  diverse  interests  of  rural  America.  Fur- 
thermore, since  we  are  stimulating  grant  applications  from  a  cross 
section  of  the  wide  variety  of  organizations  determined  to  be  eligible 
applicants,  we  will  have  a  first  hand  opportunity  to  learn  more  about 
the  various  approaches  to  rural  development  planning  and  how 
best  to  go  about  strengthening  the  rural  development  capability  of 
State  and  local  governments. 

We  have  written  each  of  the  Governors  indicating  the  Depart- 
ment's support  for  the  preparation  of  State  growth  and  develop- 
ment strategies.  We  expressed  our  willingness  to  assist  in  the  de- 
velopment of  investment  strategies  for  rural  areas  to  help  implement 
their  priority  needs  and  programs.  We  also  offered  to  work  with 
them  in  targeting  USDA  programs  and  helping  to  target  other 
Federal  assistance  programs  to  respond  effectively  to  their  develop- 
ment strategies  for  rural  areas. 

We  see  the  State  governments,  then,  as  a  primary  actor  in  devel- 
oping rural  areas  and  in  strengthening  the  capacity  of  rural  com- 
munities to  plan  and  implement  development  efforts.  To  encourage 
States  to  take  a  stronger  role  in  rural  development,  we  want  to 
induce  them  to : 

Establish  State  development  priorities  for  rural  areas  based  on 
local  and  area  priorities  and  to  develop  joint  Federal /State/local  in- 
vestment strategies  for  meeting  these  priorities; 

Participate  in  the  formulation  of  national  rural  development  pri- 
orities and  the  development  of  guidelines  and  objectives  for  Federal 
investments;  and 

Strengthen  the  fiscal  and  institutional  capacity  of  local  nonmetro- 
politan  governments  to  plan  and  implement  development  programs 
and  to  participate  in  the  development  of  State  priorities  and  in- 
vestment strategies. 

What  are  the  inducements  we  offer?  Most  important  is  our  com- 
mitment to  respond  to  their  efforts.  We  will  work  to  use  those  State 
priorities  and  strategies  in  our  formulation  of  national  rural  devel- 
opment priorities  and  criteria.  We  will  work  to  target  our  programs 
in  accord  with  the  State  priorities  and  strategies,  within  the  context 
of  national  priorities  and  criteria.  And  we  will  do  all  we  can  to 
negotiate  joint  investment  plans  with  the  States  and  with  other 
Federal  agencies  in  order  to  help  implement  the  State  strategies. 


Digitized  by 


Google 


221 

In  addition,  we  are  committed  to  using  our  extensive  field  struc- 
ture to  help  States  carry  out  their  role.  We  are  currently  reorga- 
nizing Farmers  Home  so  it  can  take  maximum  advantage  ot  the  con- 
vening authority  of  section  603.  We  will  use  this  authority  to  bring 
together  local,  county,  and  areawide  officials  with  Federal  and  State 
officials  and  community  leaders  to  help  plan  and  coordinate  rural 
development  efforts  at  both  the  State  and  local  levels.  In  effect,  we 
will  be  bringing  603  to  the  field,  and  our  strategy  will  emphasize 
working  ^ith  State  government  and  those  organizations  designated 
by  the  States  to  assist  local  and  area  development. 

Finally,  the  Department  is  currently  involved  in  revitalizing  this 
committee  structure  as  a  vital  tool  in  field  coordination  of  USDA 
activities.  We  want  it  to  support  the  Governor's  rural  development 
policy  management  structures  and  to  assist  in  targeting  USDA  inter- 
agency rural  development  activities  in  accord  with  State  and  local 
policies  and  priorities. 

Now,  I  would  like  to  move  on  to  the  pressing  problem  of  the 
rural  data  base. 

In  our  rural  development  issues  study  for  OMB,  we  found  that 
no  data  base  exists  for  adequately  assessing  detailed  conditions  in 
rural  areas,  the  changes  taking  place,  or  the  relative  impact  or  ef- 
fectiveness of  Federal  programs.  The  data  that  are  available  do  not 
cover  all  the  needed  subjects.  When  they  do,  the  definitions  and 
concepts  used  are  often  inappropriate  for  rural  areas,  or  the  data 
cannot  be  disaggregated  to  portray  the  wide  range  of  rural  condi- 
tions. Finally,  there  are  timing  problems. 

There  are  major  gaps  in  coverage.  For  example,  the  U.S.  statistical 
system  provides  relatively  poor  data  on  interregional  flows  of  funds 
for  investment.  Data  to  provide  estimates  of  sources  of  investment 
funds  used  for  nonfarm  purposes  in  rural  areas  are  virtually  non- 
existent. Yet,  these  data  are  critical  for  forming  judgments  about  the 
need  for  special  rural  development  banks  and  other  financial  insti- 
tutions to  promote  rural  development. 

Other  data  shortages  make  it  hard  to  interpret  the  information 
we  already  have.  For  example,  we  have  no  reliable  base  oh  which 
to  compare  the  cost  of  living  in  rural  and  urban  areas.  As  a  result, 
no  one  is  quite  sure  how  to  interpret  the  income  differences  that 
we  observe. 

Even  more  frustrating  are  instances  in  which  data  shortages  result 
from  decisions  by  other  Federal  agencies  about  how  to  release  data 
they  have.  For  example,  the  public  use  version  of  the  recent  survey 
on  income  and  employment  conducted  by  the  Bureau  of  the  Census 
did  not  include  designations  of  smaller  SMSA's  or  of  nonmetropoli- 
tan  areas. 

A  more  basic  problem  is  the  lack  of  output-oriented  statistics.  Al- 
though Federal  rural  development  programs  have  the  ultimate  ob- 
jective of  improving  rural  life,  we  have  few  indicators  of  how  rural 
people  view  their  quality  of  life.  As  a  result,  we  can  measure  progress 
only  indirectly — in  terms  of  numbers  of  houses  built,  for  example. 

Many  of  the  available  data  sources  suffer  from  conceptual  and 
definitional  problems  which  limit  their  usefulness.  For  example, 
neither  the  Community  Services  Administration's  Federal  outlays 
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data  on  Federal  spending  in  county  areas  and  the  Office  of  Manage- 
ment and  Budget's  Catalog  of  Federal  Domestic  Assistance,  which 
describes  over  1,000  assistance  programs,  are  entirely  comprehensive. 
Nor  are  they  fully  compatible  with  each  other.  Furthermore,  they  are 
not  easily  matched  with  other  information  sources  such  as  the  Fed- 
eral budget  or  statistical  scries  prepared  by  the  Treasury  Department 
or  the  Census  Bureau.  They  are  not  always  internally  consistent  in 
their  treatment  of  individual  programs  over  time. 

Many  of  the  surveys  which  produce  our  wealth  of  statistical  in- 
formation were  never  designed  to  provide  separate  estimates  for 
conditions  in  rural  areas,  and  they  will  not  support  such  estimates. 

Another  set  of  problems  involve  timing.  Many  kinds  of  data  about 
nonmeteropolitan  areas  are  available  only  once  every  10  years  in  the 
decennial  census.  If  FmHA,  in  1978,  were  to  allocate  funds  for  a 
program  on  the  basis  of,  say,  each  State's  1970  number  of  house- 
holds in  the  areas  legally  services  by  that  FmHA  program,  States 
in  which  the  number  of  households  has  been  growing  would  com- 
plain, and  with  justification.  But  the  agency  often  has  no  alternative 
which  would  produce  a  better  allocation. 

Eegarding  our  efforts  to  address  the  data  problems,  USDA  is 
taking  a  leadership  role  in  development  of  a  rural  data  base  that  is 
adequate  for:  (1)  assessing  conditions  in  rural  areas;  (2)  for  relating 
to  the  perceived  needs  of  rural  people;  (3)  for  determining  future 
funding  requirements;  and  (4)  for  monitoring  the  effectiveness  of 
the  delivery  of  Federal  programs.  To  this  end  we  are  moving  rapidly 
to  implement  a  computer-based  system  for  handling  information  and 
analysis  of  all  FmHA  transactions.  When  fully  operational,  the 
system  will  result  in  at  least  $30  million  in  savings. 

To  improve  capacity  to  determine  relative  need  among  counties 
and  States,  FmHA  has  contracted  with  the  Bureau  of  Census  to 
develop  an  experimental  needs-assessment  technique. 

Currently,  FmHA  is  analyzing  the  scope  and  character  of  a  com- 
munity facilities  study  that  we  anticipate  would  be  undertaken  with 
the  cooperation  of  other  departments  and  agencies  and  on  an  ex- 
perimental basis  with  selected  States. 

Valid,  reliable,  and  timely  program  data  are  essential  for  the 
management  of  a  single  agency  such  as  the  Farmers  Home  Admin- 
istration, but  in  the  light  of  USDA's  section  603  responsibilities, 
such  data  are  equally  essential  with  respect  to  a  number  of  Federal 
agencies  whose  programs  have  a  significant  rural  development  impact. 

Four  main  types  of  data  are  needed:  (1)  Economic  and  demo- 
graphic data  to  establish  an  equitable  basis  for  congressional  and 
executive  branch  policy   formulation  and  budgetary  justification; 

(2)  physical  and  special  data  with  respect  to  the  adequacy  of  facili- 
ties and  service  as  measured  against  some  agreed-upon  standard; 

(3)  opinion  and  attitude  data  that  help  to  shed  light  on  needs  and 
priorities  as  pereeived  by  the  populations  to  be  served;  and  (4)  pro- 
grammatic data  that  provide  systematic  feedback  on  the  impact  and 
effectiveness  of  programs  that  are  relevant  to  development. 

USDA  is  taking  the  initiative  in  a  fourpart  program  to  improve 
the  rural  data  base  for  policy  formulation  and  program  implementa- 
tion. In  developing  the  program,  the  cooperation  of  other  Federal 
agencies  and  the  States  is  being  sought. 
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First:  The  preparation  of  detailed  specification  of  needs  and  re- 
quirements for  a  rural  data  system.  One  element  of  the  system  will 
be  a  comprehensive  policy  management  data  base  for  FmHA.  A 
USDA  interagency  group  has  been  established  to  prepare  the  initial 
draft  specifications. 

Second :  An  interdepartmental  rural  data  group  reporting  to  the 
Assistant  Secretaries  Working  Group  for  Rural  Development  will 
address  on  a  continuing  basis  the  problem  of  strengthening  the  rural 
data  base.  Many  agencies  throughout  Government — particularly  those 
in  the  Departments  of  Commerce,  Labor,  HUD,  and  HEW — collect 
data  on  subjects  of  interest  for  analysis  of  rural  problems  but  many 
do  not  provide  adequate  separate  data  for  nonmetropolitan  or  rural 
areas.  The  rural  data  group  will  require  that  a  sizable  appropria- 
tion be  available  to  the  USDA  representatives  to  assist,  other  agencies 
with  the  extra  costs  involved  in  developing  adequate  rural  data. 

Third :  State  and  local  governments,  as  tney  have  become  increas- 
ingly concerned  with  growth  and  development,  have  increasingly 
come  to  have  a  vital  stake  in  better  data  for  planning  and  decision 
purposes.  Currently,  FmHA  i9  studying  the  feasibility  of  Federal- 
State  cooperation  in  the  collection  and  analysis  of  community  facili- 
ties status  information. 

Fourth :  To  overcome  known  gaps  in  the  existing  information  with 
respect  to  rural  people  and  communities,  adequate  funding  provision 
must  be  made  for  special  surveys  and  analyses. 

In  summary,  both  the  Department's  broad  603  responsibilities  for 
rural  development  coordination  and  the  major  rural  development 
operating  responsibilities  of  FmHA  require  a  broad,  resource-in- 
tensive effort  to  improve  the  rural  data  base  for  policy  formulation 
and  program  implementation.  As  a  measure  of  the  Department's 
commitment  to  the  importance  of  the  data  problem,  FmHA  is  pre- 
paring to  allocate  up  to  $3  million  out  of  this  year's  funds  to  the 
various  elements  of  the  rural  data  base  program. 

I  will  now  turn  this  back  to  Alex  Mercure. 

STATEMENT  OF  ALEX  MERCURE— CONTINUED 

Mr.  Mercure.  Thank  you. 

I  would  like  to  now  address  your  question  on  rural  advocacy. 

May  I  begin  by  saying  that  serving  as  the  Federal  voice  for  rural 
people  is  indeed  implicit  in  the  section  603  leadership  mandate.  I  am 
pleased  to  report  that  we  have  given  rural  advocacy  a  great  deal  of 
attention  this  year,  with,  I  believe,  very  good  results. 

Our  major  initiative  this  year  in  fulfilling  our  advocacy  mission 
has  centered  on  the  creation  and  staffing  of  a  policy  coordination  and 
training  unit  to  focus  on  key  areas  critical  to  the  quality  of  life  in 
rural  America.  This  unit  was  in  the  Rural  Development  Service  and 
now,  of  course,  is  in  Farmers  Home. 

The  unit  has  been  staffed  with  specialists  in  problems  of  the  rural 
elderly,  transportation,  health,  and  manpower — key  areas  in  which 
USDA  does  not  have  direct  responsibility — as  well  as  in  such 
USDA-related  areas  as  housing,  land  use,  and  small  farmers.  The 
full-time  job  of  these  specialists  is  to  represent  the  needs  and  inter- 
ests of  rural  people,  and  to  seek  out  targets  of  opportunity  where  we 
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might  be  most  effective  in  gaining  significant  response  and  assist- 
ance for  rural  areas. 

The  emphasis  of  our  specialists  is  on  being  a  rural  voice  within 
the  executive  branch  at  the  Washington  level.  In  my  earlier  remarks, 
I  discussed  our  efforts  to  give  State  and  local  governments  a  larger 
and  more  active  role  in  Federal  rural  development  policy  develop- 
ment and  to  develop  a  joint  investment  strategy.  These  activities 
plus  our  training  work  which  I  will  mention  in  a  moment  or  two 
represent  the  bulk  of  our  advocacy  work  at  the  State  and  local  levels. 

Let  me  emphasize  that  although  my  examples  will  focus  on  our 
role  and  activities,  most  of  these  efforts  have  been  in  cooperation 
with  other  agencies,  most  of  whom  are  quite  concerned  about  the 
need  for  and  difficulties  in  getting  proper  attention  to  the  specific 
needs  of  rural  areas  in  their  programs.  They  are  also  aware  of  the 
need  for  and  difficulties  of  intergovernmental  efforts,  and  we  believe 
they  find  our  efforts  helpful. 

I  turn  now  to  the  aging.  I  will  begin  with  some  examples  from 
our  rural  advocate  on  behalf  of  the  elderly. 

In  reviewing  the  Older  Americans  Act,  we  identified  several  areas 
for  indepth  analysis  and  are  presenting  our  findings  to  appropriate 
congressional  committees  and  public  and  private  interest  groups  on: 
A  revised  formula  allocation  more  favorable  to  rural  residents;  ex- 
pansion of  multipurpose  senior  center  grants  to  include  facility  con- 
struction as  well  as  renovation;  greater  application  of  research  and 
demonstrations  and  model  projects  program  resources  to  rural  elderly 
in  rural  communities.  These  analyses  have  received  support  from 
Senate  and  House  committee  staffs  as  well  as  private  and  public 
groups  concerned  with  the  issue. 

On  the  demonstration  level,  we  have  facilitated  an  arrangement 
whereby  the  Department  of  Labor  is  funding  the  Mississippi  State 
Extension  Service  for  the  purpose  of  training  older  persons  as  home 
health  aides  in  the  State.  Other  coordinating  efforts  appear  to  be 
producing  a  closer  tie-in  between  Community  Services  Administra- 
tion weatherization  programs  and  the  Farmers  Home  Adminis- 
tration's 504  elderly  grant  program. 

We  have  recommended  that  the  Council  on  Aging  supports  study 
to  examine  the  costs  of  delivering  services  to  the  elderly  in  rural 
communities  and  overall  accessibility  of  such  services  to  the  elderly. 
The  Council  supports  such  a  study  and  is  in  the  process  of  making 
a  grant  award  for  it. 

In  the  area  of  transportation,  we  have  concentrated  on  three  con- 
cerns :  The  administration's  1979  legislative  package  relative  to  rural 
transportation ;  a  comprehensive  USDA  rural  transportation  demon- 
stration; and  internally  initiated  transportation-related  studies  of 
the  most  distressed  rural  areas. 

The  focus  on  the  forthcoming  transportation  legislation  stems 
from  its  potential  impact  on  rural  areas,  particularly  in  the  area 
of  public  transportation.  Growing  out  of  our  contacts,  we  have  been 
able  to  help  establish  an  atmosphere  for  legislation  which  is  respon- 
sive to  rural  needs. 

The  second  thrust  is  the  USDA  comprehensive  rural  transporta- 
tion demonstration.  This  will  be  the  Department's  first  major  ven- 
ture into  the  role  of  supporting  rural  interests  in  all  transportation 
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matters.  It  is  the  result  of  the  Secretary's  initiative  and  our  own 
participation  in  an  interagency  task  force  at  which  we  were  success- 
ful in  gaining  support  for  inclusion  of  transportation  needs  of  rural 
people  in  the  overall  study. 

The  third  thrust  consists  of  various  studies  that  are  badly  needed. 
For  example,  we  are  working  to  identify  the  most  distressed  rural 
counties,  using  factors  of  sustained  low  income,  continuing  popula- 
tion outmigration,  and  high  levels  of  minority  population.  This  is 
needed  to  create  a  base  from  which  to  start  implementing  a  targeting 
strategy  on  both  an  intra-  and  inter-agency  level. 

In  the  area  of  health  care,  the  most  pressing  issues  for  our  rural 
advocacy  thrust  revolve  around  reviewing  pending  legislation  and 
collaborating  in  the  development  of  regulations  for  newly  passed 
legislation.  These  initiatives  have  taken  priority  because:  (1)  The 
Public  Health  Services  Act,  which  inclucles  some  40  separate  pieces 
of  legislation,  expires  this  year  and,  consequently,  is  now  before 
Congress;  (2)  the  Eural  Health  Clinics  Act,  which  USDA  reviewed 
and  supported  through  passage,  is  now  in  the  regulation  prepara- 
tion stage;  and  (3)  the  National  Health  Planning  and  Resources 
Development  Act  is  currently  under  review  by  HEW  and  the 
Congress. 

Regarding  the  Public  Health  Services  Act,  we  initiated  review  of 
legislation  by  other  USDA  agencies  to  develop  evidence  in  support 
of  rural  needs  relative  to  the  act  and  presented  this  to  the  Con- 
gressional Rural  Health  Coalition. 

On  the  Rural  Health  Clinics  Act  of  1977,  we  initiated  and  de- 
veloped USDA's  review  and  support  of  the  act.  The  Rural  Develop- 
ment Service  and  the  Economic  Development  Division  of  the  Eco- 
nomics, Statistics,  and  Cooperative  Service  served  on  the  rural  health 
coalition  convened  by  Senator  Dick  Clark  of  Iowa  during  develop- 
ment of  the  act. 

Regarding  the  National  Health  Planning  and  Resources  Develop- 
ment Act,  we  provided  information  and  assistance  in  support  of 
amendments  to  the  act  which  would  provide  greater  rural  repre- 
sentation on  Health  System  Agency  boards  and  other  State  and 
national  health  councils;  change  the  funding  allocation  formula  to 
provide  greater  support  for  rural  areas ;  tailor  program  regulations 
to  rural  needs ;  ana  promote  an  emphasis  by  HE W-funded  regional 
centers  for  health  planning  in  rural  areas. 

In  regard  to  manpower,  the  focus  of  our  advocacy  work  has 
been  threefold:  Working  with  the  Department  of  Labor  to  influ- 
ence regulations  and  allocations,  particularly  in  relation  to  the 
Comprehensive  Employment  and  Training  Act  (CETA) ;  promoting 
interagency  cooperative  efforts  in  manpower- related  fields;  and 
establishing  contact  with  and  providing  technical  assistance  to  public 
and  private  interest  groups  at  the  national  and  local  levels. 

The  dominance  of  CETA  in  the  manpower  field,  both  financially 
and  programatically  is  responsible  for  the  present  focus.  Through 
contacts  with  public  and  private  interest  groups  and  Department  of 
Labor  and  other  Government  personnel,  we  are  helping  to  move 
along  efforts  toward  policy  and  program  revisions  which  will  maxi- 
mize CETA's  impact  on  rural  areas.  Additionally,  through  the  Fed- 
eral Interagency  Committee  on  Education,  we  are  developing  recom- 


Digitized  by 


Google 


226 

mendations  for  bringing  real  job-related  training  into  the  rural 
school  system. 

Supporting  the  increased  involvement  of  community-based,  non- 
profit organizations  in  rural  development  efforts  is  another  area  of 
concentration  by  the  manpower  specialist.  This  specialist  has  met 
with  and  advised  such  groups  as  the  United  Farm  Workers,  Na- 
tional Council  of  La  Baza,  National  Association  of  Farmworker 
Organizations,  National  Rural  Development  &  Finance  Corp.,  and 
the  National  Manpower  Institute. 

On  the  demonstration  level,  we  provided  early  leadership  with 
FmHA,  DOT,  and  rural  America  in  a  farmworker  housing  repair 
program  now  in  operation. 

I  turn  now  to  training.  Our  rural  advocates  are  in  a  unit  which 
we  have  named  "Policy  Coordination  and  Training."  You  may 
wonder  what  the  training  connection  is.  Well,  we  are  convinced  that 
training  is  an  effective  instrument  of  advocacy  at  the  State  and  local 
level.  Properly  designed  training  can  be  effective  in  developing 
skills  necessary  for  those  involved  in  rural  development. 

In  addition,  training  is  seen  as  a  support  to  our  overall  mission  of 
improving  the  quality  of  rural  life,  particularly  through  capacity 
building  at  all  levels.  We  are  now  focusing  on  developing  and  sup- 
porting rural  development  training  materials  and  programs  with  a 
high  potential  for  replication. 

While  three  national  rural  development  leaders  schools,  involv- 
ing 350  rural  leaders  from  all  50  States,  were  conducted  in  the  past 
year,  current  efforts  are  now  concentrating  on  promoting  the  use 
of  this  training  model  at  the  State  and  local  level. 

This  and  other  training  programs  and  materials  developed  by 
EDS  are  made  available  at  minimal  cost  or  without  charge  to  multi- 
State,  and  sub-State  groups  seeking  to  provide  training  to  com- 
munity groups  and  residents  as  well  as  the  professional  staffs  of 
agencies  and  organizations.  At  present  we  are  supplying  design 
assistance,  materials,  and  limited  staff  support  to  eight  States. 

In  an  effort  to  improve  the  capability  of  FmHA  field  staff  for 
their  broadened  rural  development  role  and  to  promote  more  effec- 
tive interagency  efforts  in  program  delivery,  an  intensive  10-day 
training  program  in  rural  development  is  being  designed.  This  pro- 
gram will  be  offered  on  a  regional  basis  to  250  FmHA  personnel  and 
150  staff  members  of  various  State,  district,  and  community-based 
development  agencies  and  organizations. 

There  are  only  a  handful  of  colleges  and  universities  that  offer 
graduate  level  programs  with  rural  development  focus.  We  wanted 
to  do  something  to  initiate  a  concentrated  course  of  graduate  study 
that  will  result  in  a  cadre  of  individuals  who  really  are  interested 
in  rural  problems  and  who  are  competent  in  working  toward  solu- 
tions. To  this  end,  we  have  provided  a  development  grant  that  will 
enable  the  National  Urban  Fellows,  Inc.,  to  initiate  a  national  rural 
fellows  program  patterned  on  the  highly  successful  urban  fellow- 
ship program. 

The  questions  I  would  like  to  briefly  address  now  relate  to  your  pro- 
posed legislation. 

To  come  right  to  the  point,  I  feel  that  both  bills  address  very 
important  problems  but  that  the  timing  of  them  is  premature.  Our 
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reservations  thus  do  not  stem  from  a  lack  of  shared  concerns  but 
rather  from  our  strong  feelings  that  action  on  the  matters  involved 
in  these  bills  should  be  deferred  until  the  outcome  of  the  President's 
reorganization  project  has  been  determined. 

I  say  that  because  the  reorganization  project  embraces  many  of 
the  same  issues  addressed  by  these  bills.  Cross-cutting  questions  re- 
lated to  such  matters  as  departmental  roles  in  development  and  lo- 
cation of  responsibility  for  development  programs  are  under  inten- 
sive study  in  the  project.  We  strongly  believe  that  recommendations 
to  be  made  by  that  project  should  be  reviewed  by  all  of  us  and  that 
major  legislation  addressing  issues  germane  to  the  very  purpose  of 
the  project  should  not  be  enacted  without  the  perspective  that  the 
project  will  provide. 

I  suspect  that  after  my  staff  and  T  have  had  an  opportunity  to 
review  the  results  of  the  project,  we  would  be  in  a  much  better  posi- 
tion to  not  only  comment  on  your  bills  in  a  detailed,  substantive 
sense  but  also  to  work  with  you  and  your  subcommittee  staff  on  these 
matters.  As  soon  as  the  project's  findings  are  available,  we  will  be 
most  pleased  to  review  them  with  you  and  to  work  with  you  and 
your  staff  in  finding  a  way  to  meet  our  mutual  concerns. 

Notwithstanding  the  above,  I  personally  feel  that  the  basic  thrust 
of  H.R.  9983  is  consistent  with  our  present  thinking  regarding  the 
need  to  establish  a  single-service  delivery  system.  The  single-service 
delivery  concept  is  based  on  the  proposition  that  it  could  be  more 
cost-effective  and  efficient  for  rural  development  efforts  if  a  single 
Federal  agency  had  responsibility  to  administer,  coordinate,  and 
fund  core  development  program  resources  for  community  develop- 
ment. The  HUD  community  development  block  grant  program  ap- 
pears to  be  extremely  fitting  for  blending  in  with  Farmers  Home, 
especially  in  light  of  its  broadened  mandate  to  be  the  lead  rural 
development  agency. 

I  think  it  might  be  good  for  the  Department  of  Agriculture  and 
HUD  to  very  soon  sit  down  and  talk  about  population  sizes  and 
community  characteristics  in  order  to  arrive  at  a  real  understanding 
of  our  complementary  purposes,  our  respective  field  structures,  our 
respective  understandings  of  what  we  both  mean  by  rural  and  small 
cities,  and  to  really  try  to  move  ahead  with  the  kind  of  single-service 
delivery  focus  that  rural  people  deserve. 

I  can  tell  you  that  Secretary  Bergland  feels  the  same  way  I  do 
on  this.  In  his  remarks  at  the  White  House  Conference  on  Balanced 
National  Growth  and  Economic  Development,  he  said,  and  I  quote, 

Nonmetropolitan  areas  need  a  single  Federal  system  for  delivering  core  com- 
munity development  assistance  that  will  provide  funds  directly,  uniformly,  and 
efficiently,  and  will  take  into  consideration  the  conditions  and  priorities  found 
in  such  areas.  Such  a  system  would  group  like  programs  under  one  admin- 
istrator and  permit  direct  funding  in  consultation  with  State  and  local  gov- 
ernments, to  areas  and  projects  in  order  to  produce  the  greatest  long-term 
benefit,  at  the  least  administrative  cost  to  all  participants — Federal,  State, 
and  local. 

I  hope  you  understand  from  all  this  how  strongly  we  do  agree 
that  the  bills  in  question  do  attack  problems  that  we  are  very  con- 
cerned about.  And  let  me  reiterate  here  that  the  views  I  have  just 
expressed  are  mine  and  the  Department  of  Agriculture's.  The  ulti- 
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mate  thrust  for  the  matters  under  discussion  will  come  from  the 
President's  reorganization  project,  and  we  feel  it  is  a  very  serious 
matter  that  action  wait  until  the  reorganization  project  is  completed. 

Let  me  add,  however,  that  if  you  judge  my  response  to  your  ques- 
tions on  the  bills  to  be  insufficient,  I  will  certainly  supply  further 
comments  for  the  record  if  you  so  request. 

Well,  I  believe  we  have  just  about  covered  everything  that  your 
written  questions  wanted  to  get  at.  I'm  sure  you  will  want  to  ask 
some  questions  now. 

But  let  me  conclude  by  saying  that  I  hope  you  are  as  excited  as 
we  are  by  what  I  feel  must  be  obvious — that  real  and  meaningful 
action  is  now  being  taken  in  the  executive  branch  to  finally  make 
rural  development  a  major  concern  at  both  the  policy  and  the  pro- 
gram levels.  I  have  tried  to  share  with  you  some  of  the  dynamics 
of  this  new  situation,  with  action  taking  place  on  so  many  different 
fronts  ranging  from  the  restructuring  of  Farmers  Home,  to  the 
development  of  the  totally  new  investment  strategy  concept,  to  the 
solid  evidence  of  USDA  elevating  rural  development  to  its  rightful 
position  in  that  department.  I  hope  I  leave  you  with  some  sense  of 
this  excitement  that  I  feel  about  the  progress  we  have  made  this  past 
year. 

Now,  I'd  like  you  to  hear  from  some  of  the  other  witnesses  you  in- 
vited here  today.  You  knew  in  inviting  them  that  nearly  every  Fed- 
eral department  oversees  resources  that  are  critical  for  improving 
the  standard  of  living  in  our  rural  areas.  The  witnesses  have  sub- 
mitted written  responses  to  your  earlier  questions  to  them.  At  this 
time,  several  of  these  witnesses  will  speak  to  the  question  of  their 
role  in  rural  development. 

I  Will  be  available  all  day  long  to  members  of  the  committee. 

Mr.  Nolan.  Thank  you  very  much,  Mr.  Mercure,  Mr.  Cavanaugh, 
and  Mr.  Nagle,  for  the  most  comprehensive  statement  on  the  status 
of  the  rural  development  efforts  in  the  U.S.  Government  that  we 
have  heard  before  this  subcommittee. 

I  would  like  to  at  this  time  recognize  Mr.  Breckinridge,  for 
questioning. 

Mr.  Breckinridge.  Thank  you,  Mr.  Chairman.  I  want  to  join 
the  chairman  in  his  remarks.  This  has  been  a  most  refreshing  morn- 
ing for  me.  Let  me  say  that  I  experienced  some  frustration,  as  you 
know,  but  I  appreciate  the  context  in  which  you  have  phrased  your 
answers  to  the  committee's  questions. 

I  am  particularly  pleased  with  your  concept  of  a  policy  process 
program  development  procedure  because  it  is,  basically,  the  only 
way  that  you  can  address  the  multitude  of  issues  that  confront  us 
and  keep  abreast  of  them. 

I  want  to  thank  you  for  that  approach.  It  answers  my  first  ques- 
tion: "Where  have  you  been  for  the  last  year  and  a  half."  I  can 
skip  that  and  go  on.  [Laughter.] 

I  knew  you  had  been  busy,  but  I  didn't  know  how  busy. 

If  I  may,  let  me  raise  one  or  two  questions  as  we  go  along.  I  am 
a  little  concerned  about  the  timing  of  our  legislation  with  the  Presi- 
dent's reorganization  program  and  your  personal  plans.  I  have  a 
feeling  I  am  about  to  come  face  to  face  with  the  Office  of  Manage- 
ment and  Budget  again,  instead  of  the  Secretary  of  Agriculture. 
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It  is  this  process  that  is  so  frustrating  to  the  Congress.  We  are 
interested  in  what  you  think.  We  are  interested  in  what  the  Secre- 
tary thinks.  Then  off  on  the  side,  if  they  would  isolate  and  insulate 
their  own  thoughts,  then  we  could  address  ourselves  to  OMB's  views 
much  more  rationally  and  realistically,  I  think.  It  is  confusion  that 
we  all,  perhaps,  smile  at  from  time  to  time,  that  creates  such  conster- 
nation for  the  Congress,  at  least  as  far  as  this  Member  is  concerned. 

I  look  forward  to  having  the  benefit  of  your  views  as  we  go  along, 
and  I  wonder  how  long  we  are  expected  to  wait  before  the  reorgani- 
zation project  is  in  such  stage  that  we  can  sit  down  around  the  table, 
as  you  have  suggested,  and  discuss  in  detail  your  views.  This  is  what 
we  are  going  to  want  to  do.  We  will  discuss  their  views  and  our 
views  before  we  proceed  legislatively. 

Mr.  Mercure.  Let  me  respond  in  two  ways  to  what  I  think  your 
question  is. 

The  first  is  this.  I  cannot  give  you  a  time  schedule.  We  think  that 
perhaps  by  the  first  of  the  next  calendar  year  that  there  may  be 
some  propositions  about  that  whole  issue  that  will  be  addressed. 

In  the  meantime,  however,  I  want  to  point  out  that  the  Rural 
Development  Act  which  many  of  you  had  such  a  tremendous  role 
in  developing,  put  in  place  what  I  consider  to  be  one  of  the  most 
valuable  processes  in  terms  of  this  kind  of  policy  process. 

If  you  will  note,  the  Urban  Policy  Group  proposes  to  establish 
an  Assistant  Secretaries  Coordinating  Group  for  urban  policy.  We 
have  such  a  group  already  in  operation  through  the  Eural  Devel- 
opment Act,  which  has  been  affirmed  by  the  Executive  Office  of  the 
President  as  the  principal  entity  through  which  a  rural  policy 
process  and  its  thinking  should  evolve. 

I  must  say  that  we  have  been  very  gratified  at  the  kind  of  sup- 
port that  has  come  out  of  Mr.  Watson's  office  and  Mr.  Eisenstadt's 
office  in  terms  of  helping  us  as  an  administrating  executive  agency 
to  bring  together  the  joint  thinking  of  all  the  agencies.  So  it  is  not 
necessarily  that  we  are  not  proceeding  to  deal  with  the  problems  of 
policy.  I  think  what  we  are  saying  is  that,  pending  some  more 
definitive  kinds  of  conclusions  about  what  the  options  the  President 
himself  is  likely  to  choose,  we  have  a  process  already  in  place  which 
is,  I  think,  increasingly  going  to  become  more  effective. 

Mr.  Breckinridge.  Mr.  Chairman,  I  will  not  take  any  more  time 
other  than  to  raise  this  one  question. 

One  of  the  continuing  frustrations  that  I  have  experienced  in  our 
relationships  with  you,  the  Secretary,  and  the  White  House  in  this 
regard  is  a  very  simple  one.  I  am  glad  to  see  that  your  written  com- 
ments address  this.  You  call,  very  simply,  for  continuing  communi- 
cations at  a  Federal,  State,  and  local  level,  with  the  executive  and 
the  legislative  branches.  I  just  want  to  say,  Mr.  Secretary,  for  the 
record,  that  there  is  no  criticism  intended  of  you  and  your  office, 
but  it  is  long  overdue.  It  is  not  in  place.  It  has  not  been  discharged. 
I  feel  we  are  wasting  a  tremendous  amount  of  time  while  we  clear 
those  channels.  At  a  later  date,  or  now,  I  would  appreciate  your 
direct  thoughts  to  that.  This  is  where  this  committee  and  the  Eural 
Caucus,  which  has  established  that  kind  of  relationship,  can  be 
useful  to  you. 
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I  will  say,  with  all  frankness,  that  as  far  as  this  Member  is  con- 
cerned, the  Office  of  Management  and  Budget  does  not  believe  in 
what  you  believe  in.  If  you  are  going  to  set  up  programs  wherein 
you  are  going  to  train  your  people,  then  take  your  people  along  with 
you  because  they  don't  know  where  you  are,  let  alone  where  the 
training  programs  are.  They  are  taking  decisions  in  a  dollar  con- 
text, totally  unrelated  programmatic  ob]ectives  of  you  and  the  Con- 
cress.  Until  we  bridge  that  factual,  philosophical,  administrative 
difference  in  Washington,  we  are  all  going  to  be  frustrated. 

Mr.  Mercure.  I  don't  know  what  comments  I  could  make  without 
getting  myself  into  some  difficulty.  [Laughter.] 

Mr.  Breckinridge.  I  want  you  to  feel  free  to  do  that,  Mr.  Mer- 
cure. [Laughter.] 

I  am  addressing  you  personally,  sir.  I  don't  want  any  views  but 
yours. 

Mr.  Mercure.  In  the  first  place  I  would  have  to  admit  that  per- 
haps our  communication  with  a  number  of  very  interested  people 
in  Congress  that  have  rural  development  as  one  of  their  primary 
concerns,  has  not  been  as  ideal  as  we  would  like  to  see  it.  We  can 
start  out  with  that. 

On  the  other  hand,  I  have  to  also  point  out  that  we  have  taken 
great  pains  to  do  a  number  of  things  which  are  important  from  the 
standpoint  of  building  that  communicating  system.  Many  of  the 
groups  that,  for  example,  serve  in  an  advisory  capacity  to  the  Con- 
gressional Eural  Caucus,  and  to  us,  have  met  an  innumerable  num- 
ber of  times  to  try  to  get  a  handle  on  their  collective  expertise  in 
terms  of  how  our  programs  can  more  effectively  be  implemented  in 
those  rural  communities. 

Furthermore,  from  my  own  personal  viewpoint,  my  experience 
this  past  year  has  been  tremendously  educational.  I  have  had  the 
opportunity  to  visit,  for  example,  Kentucky  and  Iowa,  several  times. 
I  nave  had  the  opportunity  to  visit  North  Dakota,  and  I  should 
point  out,  I  have  never  been  to  those  States  in  my  life  before.  The 
tremendous  effect  of  that  has  been  a  real  recognition  of  the  diversity 
that  exists  in  this  country  in  many  rural  small  towns,  but  also,  some 
of  the  common  threads  that  bind  and  provide  for  us  an  opportunity 
for  solution. 

As  to  the  OMB  and  many  other  executive  agencies  of  Govern- 
ment in  Washington,  my  personal  perception  is,  particularly  as  one 
looks  at  the  extremes  of  ruralness  as  compared  with  the  extremes  of 
urbanness,  there  is  not  a  great  deal  of  understanding,  I  must  admit. 
And  I  think  there  is  a  tendency  for  all  of  us,  me  included  some- 
times, to  sit  here  in  Washington  and  assume  that  somehow  or  other, 
based  on  some  historical  past,  that  we  have  acquired  the  kind  of 
experience  that  is  necessary  to  modify  our  activities  so  that  they  are 
the  most  useful  to  rural  communities.  That  is  why  all  of  us  in  the 
Department  are  urged  to  meet  regularly,  not  just  here  in  Washing- 
ton, but  out  there  in  Lexington,  Ky. ;  Mingo  County,  W.  Va. ;  and 
in  Cherokee,  Iowa,  and  Bellview,  N.  Dak.;  and  Lamar,  Colo.,  so 
that  the  part — and  Minnesota. 

[Laughter.] 

I  should  point  out  that  I  did  not  just  purposely  leave  it  out,  Mr. 
Chairman,  inasmuch  as  our  Secretary  is  from  there  and  he  does  not 
let  us  forget  that. 
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[Laughter.] 

It  is  these  kinds  of  attitude  change  that  we  have  to  deal  with  in 
the  Department  of  Agriculture  and  elsewhere  in  order  to  understand 
smallness  and  the  context  of  communities  and  farms,  in  a  way  that 
one  talks  about  sparse  populations. 

It  is  a  hard  job,  Mr.  Breckinridge,  but  it  is  a  tremendously  in- 
teresting one. 

Mr.  Breckinridge.  I  thank  the  gentleman  for  the  answer.  It's  a 
nonanswer.  You  have  carefully  avoided  my  question. 

[Laughter.] 

Let  me  say  you  have  avoided  any  difficulty. 

It  is  a  continuing  dialog.  I  understand  that.  I  want  to  keep  it 
alive. 

But  I  do  feel  deeply  that  we  do  have  to  extend  our  channels  of 
communication,  not  only  between  ourselves,  but  with  the  Office  of 
Management  and  Budget,  which  must  understand  what  they  are 
talking  about  in  order  that  they  can  arrive  at  what  we  consider 
rational  decisions. 

Mr.  Mercure.  I  think  we  have  made  significant  progress  even 
with  OMB.  The  rural  housing  study  produced  a  much  better  under- 
standing, both  on  the  side  of  OMB  and  on  our  side,  on  what  the 
opportunities  are  as  well  as  what  some  of  the  problems  are.  Clearly, 
we  have  not  resolved  every  issue,  Mr.  Breckinridge,  but  we  expect 
that  we  will  continue  to  insist  on  some  of  those  things  that  we  can 
support  and  then  we  will  go  back  to  the  drawing  board  on  some  of 
the  elements  of  the  other  things  that  need  further  discussion. 

Mr.  Breckinridge.  Thank  you  very  much. 

Mr.  Nolan.  Thank  you,  Mr.  Breckinridge. 

Mr.  Grasslet.  Thank  you,  Mr.  Chairman.  I  am  not  trying  to 
catch  you  off  guard  when  I  say  this,  but  it  is  really  refreshing,  in 
your  introduction  at  least,  where  you  said,  "We  know  we  cannot 
solve  all  the  Nation's  real  problems  in  Washington,  and  we  need  to 
involve  State  and  local  levels  of  Government."  We  do  not  have  too 
many  people  in  your  position  and  at  your  level  in  the  various  agen- 
cies of  the  Government  who  take  that  responsible,  and  refreshing, 
and  realistic  approach.  It  is  one  that  I  very  much  agree  with.  It  is 
one  that,  if  more  people  take  it,  we  would  have  more  credibility  in 
Government  and  our  performance  in  Government  would  be  more 
commensurate  with  our  promises  that  we  make,  particularly  we 
people  seeking  elective  office. 

Beyond  that,  let  me  caution  you  that  if  you  do  take  that  sort  of 
approach  that  there  are  other  people  with  whom  you  are  competing 
in  the  executive  branch  of  Government  who  feel  that  we  cannot,  and 
who  are  going  to  be  out  there  struggling  to  do  it.  If  you  are  not  in 
there  fighting  just  as  hard  as  you  can,  you  will  be  coming  down  on 
the  short  end  of  the  stick. 

So  I  would  urge  you,  as  an  advocate  of  rural  development,  to  keep 
fighting  and  planning  hard  as  if  you  could  solve  all  the  problems 
in  Washington. 

Mr.  Mercure.  To  put  that  statement  into  somewhat  of  a  different 
context,  we  can  solve  them  in  Washington,  but  only  when  we  work 
with  the  people  in  local  communities  to  solve  their  problems,  be- 
cause ultimately,  that's  where  the  solutions  have  to  be  reflected. 
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I  appreciate  your  kind  comments.  Sometimes  it  seems  to  me  that 
we  ignore  the  ract  that  though  there  are  no  expert  planning  people 
in  the  rural  communities,  there  are  many  people  who  do  understand 
what  the  resource  base  is  and  what  the  priorities  ought  to  be.  It 
is  that  kind  of  knowledge  that  we  have  to  work  to  draw  out  so  that 
local  communities  do  define  their  priorities  and  so  that  we  can  sup- 
port them. 

Mr.  Grasslky.  More  specifically,  with  regard  to  statements  made 
on  page  3  and  4,  and  on  page  3  you  say,  "It  is  not  much  easier  to 
change  the  direction  of  an  established  line  agency  than  it  is  to  get 
independent  agencies  to  work  together."  There  you  were  speaking 
of  the  Farmers  Home  Administration. 

Then,  on  page  4,  you  say,  "While  rural  development  is  a  coequal 
mission  of  the  Department  of  Agriculture,  some  XJSDA  agencies 
have  not  yet  fully  translated  this  mission  into  their  functions." 

First  of  all,  which  agencies?  For  instance,  Farmers  Home  and 
then  are  there  others  that  you  have  reference  to  there? 

Mr.  Mercure.  One  of  the  things  that  I  skipped  over  in  my  testi- 
mony is  this.  We  have  had  a  series  of  five  workshops  in  regions 
throughout  the  country  which  include  every  agency  within  the 
Department  of  Agriculture  in  order  to  deal  with  three  important 
issues  that  we  consider  to  be  important  for  rural  areas.  One  was 
rural  development.  The  other  was  land  use  planning  and  land  use 
questions.  The  third  was  energy  and  conservation. 

I  should  point  out  that  many  agencies  have,  in  my  view,  not  per- 
ceived that  technical  expertise  is  a  fantastically  important  resource 
for  assisting  communities  to  deal  with  their  own  pressing  problems 
in  local  settings.  Trying  to  tie  together  rural  development  with  the 
range  of  technical  expertise  that  is  available  in  USDA  was  the 
objective  of  the  workshops  we  had. 

If  I  were  to  point  out  this,  I  would  think  I  would  probably  say 
that  every  agency  within  USDA  has  some  distance  to  travel  before 
we  begin  to  clearly  articulate  rural  development  as  a  binding  force 
for  many  of  the  things  that  those  agencies  undertake. 

That  includes  Farmers  Home,  RE  A,  Extension,  Soil  Conserva- 
tion, Forest  Service,  and  on  and  on.  Some  agencies  have  little  direct 
implications  for  rural  development  in  the  broad  context.  The  food 
stamp  program,  for  example,  the  food  and  nutrition  program,  for 
example.  These  are  basically  aimed  at  serving  the  entire  range  of 
people  in  this  country. 

Yet  there  are  specific  approaches  that  one  must  take  if  one  is 
going  to  deal  with  conditions  that  exist  in  rural  areas. 

The  same  is  true,  I  think,  for  health.  One  can  talk  about  health 
in  terms  of  how  far  away  are  health  clinics.  The  distance  is  less 
relevant  than  time  elapsed  between  the  point  that  you  need  to  get 
to  and  where  you  started.  It  is  those  kinds  of  sensitivities  that  we 
have  to  work  with. 

Mr.  Grassley.  As  Assistant  Secretary  for  Rural  Development, 
obviously  you  try  to  reach  out  within  the  Department  of  Agricul- 
ture to  touch  agencies  outside  of  your  jurisdiction.  You  mentioned 
workshops  as  an  example. 

What  other  approaches  do  you  use  to  see  that  your  influence  as 
a  leader  in  rural  development  is  not  only  perceived  but  followed! 
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Mr.  Mercure.  I  mentioned  the  workshops.  We  had  State  office- 
level  people  from  each  XJSDA  agency  at  the  various  regional  work- 
shops. Second,  in  our  day-to-day  activity,  I  attempt  to  focus  on 
working  with  the  other  assistant  secretaries — Mr.  Cutler,  for  ex- 
ample, from  Conservation,  Education,  and  Research ;  Mr.  Hathaway, 
with  regard  to  the  extensive  services  that  ASCS  provides  for  Ameri- 
can farmers,  and  so  on.  I  attempt  to  relate  directly  to  assistant 
secretaries,  but  we  also  work  directly  with  the  administrators  of  the 
different  programs. 

Mr.  Grasslet.  In  your  testimony,  particularly  when  you  were 
talking  about  section  603  of  the  Rural  Development  Act,  you  seemed 
to  be  saying  that  there  is  adequate  rural  development  coordination 
authority,  and  if  this  is  combined  with  presidential  interest,  that 
really  great  things  will  happen.  Actually,  we  feel  the  same  way 
about  that. 

But  in  the  absence  of  what  I  see  to  be  an  apparent  interest  in 
rural  development,  particularly  the  absence  of  any  executive  orders 
or  initiatives  that  the  President  elects,  or  even  at  the  secretarial 
level,  how  do  we  hope  to  get  this  executive  involvement  that  it  is 
going  to  take  to  bring  to  rural  development  the  push  that  it  really 
needs? 

Mr.  Mercure,  It  is  my  firm  belief  today — and  I  could  change  my 
mind — but  based  upon  my  past  year's  experience,  it  is  my  belief  that 
that  executive  support  has  been  very  solid.  Secretary  Bergland, 
for  one,  has  supported  our  efforts  very  strongly.  He  has  reviewed 
all  the  testimony.  He  has  indicated  that  rural  development  has  to 
be  a  coequal  mission  of  USDA.  He  has  made  executive  decisions 
that  support  that  view. 

At  the  White  House  level,  the  tremendous  support  that  we  are 
getting  from  the  domestic  policy  group  and  from  Mr.  Watson's 
office  on  intergovernmental  relations,  which  we  ultimately  have  to 
work  on  because  we  intend  to  work  much  more  closely  with  State 
and  local  governments,  is  an  essential  element  of  that  support  sys- 
tem. It  is  in  place. 

Mr.  Grasslet.  Then  can  we  expect  to  see  something  booming  and 
moving  shortly? 

Mr.  Mercure.  The  seeds  have  been  planted  and  the  fertilizer  has 
been  applied. 

Mr.  Grasslet.  Are  you  talking  about  3  months,  6  months,  or  a 
year? 

Mr.  Mercure.  We  have  already  communicated  with  the  Governors 
of  the  States  in  this  country,  and  we  have  requested  their  coopera- 
tion in  building  a  much  broader  based  rural  development  council 
or  groups  in  each  of  the  States  so  that  we  can  begin  to  make  the 
State  priorities  and  the  Federal  priorities  coincide  more  effectively. 

That  has  already  been  done.  We  expect  within  120  days,  at  the 
very  least,  to  begin  to  formalize  more  effective  relationships  at  that 
State  level. 

Fortunately,  the  Department,  and  the  Farmers  Home  Adminis- 
tration specifically,  is  organized  in  such  a  way  from  the  national  to 
the  State  level  that  our  organizational  structure  is  tremendously 
compatible  with  the  States  and  their  systems  of  organization. 


Digitized  by 


Google 


234 

Mr.  Grasslet.  Lastly,  are  you  in  a  position  where,  if  you  arc 
aware  of  discrimination  by  other  departments  against  rural  areas, 
that  you  can  really  get  in  and  try  to  bring  it  to  the  attention  of  the 
administration,  first  of  all,  but  even  to  the  public's  attention? 

Mr.  Mercure.  So  far  on  issues  that  we  have  raised  where  that 
occurs,  we  have  not  had  to  do  it  in  a  public  setting.  We  have  been 
able  to  get  response  from  the  other  Federal  departments,  either 
through  requests  from  the  Secretary  himself,  or  through  direct  com- 
munications from  me,  or  the  Administrator. 

For  example,  we  have  been  working  with  issues  related  to  housing 
design.  The  Administrator  of  Farmers  Home,  Mr.  Cavanaugh,  has 
been  working  with  HUD  officials  to  take  a  look  at  the  effect  of  mini- 
mum property  standards  and  subdivision  regulations  on  rural  hous- 
ing and  housmg  development. 

So  far,  I  can  say  that  the  level  of  cooperation  has  been  fairly 
positive  and  productive. 

The  other  question  which  I  must  honestly  point  out  is  this.  We 
have  not  begun  yet  to  identify  nearly  all  of  the  problems  that  need 
to  be  addressed. 

Mr.  Grasslet.  Thank  you,  and  thank  you,  Mr.  Chairman. 

Mr.  Nolan.  Mr.  Bedell,  any  questions? 

Mr.  Bedell.  In  all  sincerity,  I  should  tell  you  that  at  least  I,  for 
one,  completely  share  Mr.  Breckinridge's  concern,  and  that  is  that 
it  is  terribly  frustrating  for  many  of  us  in  that  we  find  that  OMB 
is  constantly  overruling  the  departments  of  Government  whom  we 
think  understand  the  problems  and  have  that  special  expertise. 

I  had  great  hopes  that  would  change  with  the  new  administration. 
One  of  the  disappointments  I  have  had  is  that  I  see  no  chance  at 
all.  It  appears  to  me  that  OMB  continues  to  think  that  they  know 
more  about  agriculture  than  the  people  .in  the  Department  of 
Agriculture. 

If  that  is  the  case,  then  we  are  wasting  a  lot  of  money  in  the 
Department  of  Agriculture,  in  my  opinion. 

But  beyond  that,  let  me  say  this.  Are  you  aware  of  some  of  the 

?roblems  that  exist  with  regard  to  manpower  problems  in  FmHA? 
have  talked  to  Mr.  Cavanaugh  about  this  on  the  phone. 

I  get  the  reports  from  my  district  that  they  are  not  able  to  check 
with  regard  to  the  loans  they  havcmade,  and  there  are  indeed  loans 
being  made  on  housing  where  the  contractor  has  not  lived  up  to 
the  requirements  of  the  contract.  They  do  not  have  manpower  to 
properly  handle  the  workload  that  they  have. 

Are  you  aware  of  that  problem?  Do  I  have  it  assessed  correctly 
as  far  as  you  know,  not  only  in  my  area  but  in  the  rest  of  the 
Country? 

Mr.  Mercure.  I  think  so.  I  think  you  have  it  assessed  relatively 
accurately  that  the  personnel  resources  in  Farmers  Home  have 
clearly  not  kept  up  with  the  pace  of  the  responsibilities. 

That  happens  to  be  one  of  those  elements  where  we  are  in  con- 
tinuous discussion  with  OMB  and  other  agencies  in  dealing  with 
the  practical  questions  of  personnel  ceilings. 

Mr.  Bedell.  Is  OMB  again  telling  you  that  you  cannot  have 
enough  people  to  properly  see  that  the  loans  you  make  are  checked 
to  see  if  those  loans  are  proper  loans,  and  that  they  are  being  han- 
dled correctly? 
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Mr.  Mercure.  From  time  to  time  there  is  dispute  about  the  num- 
ber of  people  we  need,  yes. 

Mr.  Bedell.  That  makes  my  point  pretty  clear.  Most  banks,  if 
they  make  loans,  would  want  to  check  on  the  loans.  They  would 
feel  that  if  they  had  to  hire  another  person  for  that,  that  would 
make  good  business  sense.  If  OMB  is  a  Dunch  of  business  people,  as 

Jou  would  expect  them  to  be,  then  you  would  think  that  they  might 
ave  some  concern  over  whether  those  loans  were  good  loans  or 
bad  loans,  at  least  I  would  think  they  might. 

Mr.  Mercure.  From  one  direction,  our  emergency  loan  situation, 
let  me  say  that  OMB  has  been  very  supportive — because  of  the  rec- 
ognition of  the  tremendous  growth  in  emergency  loan  activity  that 
we  have  undertaken — about  increasing  our  personnel,  clearly  on  a 
shorter  term  basis,  to  handle  that  kind  of  activity. 

On  the  other  hand,  we  need  to  try  very  seriously  to  improve 
services  in  other  ways  as  well.  The  purpose  of  trying  to  restructure 
the  agency  is  this.  We  have  placed  a  tremendous  burden  of  respon- 
sibility on  the  county  supervisors,  and  their  productivity  is  seri- 
ously affected  by  the  fact  that  if  you  only  make  one  sewage  loan 
or  water  loan  a  year,  your  level  of  expertise  is  going  to  be  about  the 
same  as  mine  is  with  my  preparation  of  the  income  tax  which  I  just 
did  the  13th,  14th,  and  15th  of  April. 

When  you  do  a  thing  infrequently  you  never  build  expertise.  We 
recognize  that  and  we  are  trying  to  build  up  productivity. 

A  number  of  other  things  we  are  attempting  to  work  on  include 
trying  to  build  a  more  positive  relationship  in  working  with  finan- 
cial institutions  in  local  communities.  There  are  14,000  local  banks 
in  rural  areas.  There  are  roughly  2,000  Farmers  Home  offices  at 
State,  district,  and  county  levels.  We  can  probably  do  a  great  deal 
in  terms  of  working  out  arrangements  with  the  private  sector  people 
for  them  to  handle  a  great  deal  of  that  which  currently  funnels  into 
Farmers  Home. 

We  are  looking  at  other  activities  that  we  hope  will  increase  the 
productivity  of  our  current  work  force  so  they  can  devote  their 
attention  to  the  servicing  and  the  assistance  that  is  necessary,  rather 
than  sometimes  on  relatively  mundane  activities. 

We  do  not  know  how  far  we  can  go  on  that,  but  I  have  a  current 
estimnte  that  we  can  probably  pick  up  some  1,500  man-years  of 
productivity  as  a  result  of  a  variety  of  those  efforts.  That  could 
make  a  significant  difference.  I  think  that  ultimately  we  are  also, 
as  an  administration,  going  to  have  to  bite  the  bullet. 

Let  me  point  out  tnat  Congress  is  about  as  guilty  as  anybody, 
from  time  to  time,  in  contributing  to  the  attitude  that  we  need  to 
always  cut  down  the  Federal  bureaucracy.  It  is  very  easy  to  get 
into  the  discussion  of  that.  I  think  we  need  to  moderate  the  size  of 
Government  employment. 

Mr.  Bedell.  Certainly. 

If  we  accept  that,  which  I  am  perfectly  willing  to,  that  it  is 
partly  the  responsibility  of  Congress,  then  that's  it.  We  just  passed 
a  bili  which  would  increase  the  workload  of  your  Department.  I 
think  that  I  am  correct  that  there  is  no  long-term  inclusion  in  that 
bill  which  would  help  you  in  terms  of  your  manpower  problems. 
Is  that  correct? 


i 


Digitized  by 


Google 


236 

Mr.  Mercube.  You  are  probably  right. 

Mr.  Bedell.  I  guess  my  next  question  is  this.  It  is  not  on  the  floor 
of  the  House  yet.  I  have  already  talked  to  Mr.  Cavanaugh  about  it. 
It  would  seem  to  me  that  if  it  is  not  too  late  to  correct  the  problem 
we  have,  then  I  would  hope  that  we  have  your  support  if  I  can 
bring  an  amendment  to  the  floor  of  the  House  to  try  to  say  that 
we  would  authorize  you,  in  that  legislation,  to  have  enough  people 
so  that  you  can  check  the  loans  that  you  are  making. 

I  see  you  as  being  open,  as  well  as  the  Congress  being  open,  to 
severe  criticism  if  we  are  making  loans,  and  don't  have  manpower 
enough  to  check  to  see  whether  the  contractor  on  those  loans  are 
living  up  to  the  terms  of  the  contracts. 

Mr.  Mercube.  Those  are  some  of  the  problems.  I  think  that  $2% 
billion  dollars  of  emergency  farm  loans  that  we  have  are  part  of 
that  continuing  worry  that  Mr.  Cavanaugh  and  I  have  with  regard 
to  personnel. 

I  think  it  is  also  important  to  note,  though,  that  there  is  a  limit 
to  how  productively  we  can  increase  and  expand  employment  within 
the  agency.  We  need  to  probably  explore  other  ways  of  building  in 
that  servicing  capability  without  adding  permanently  to  personnel. 

Mr.  Bedell.  What  am  I  to  tell  my  people  out  there  who  say  that 
they  do  not  see  how  they  can  properly  administer  the  programs 
that  we  have  for  them  because  they  simply  do  not  have  authoriza- 
tion for  enough  people  to  get  out  to  check  on  the  loans  that  have 
been  made?  Should  I  tell  them  I  don't  know  what  they  are  talking 
about?  Or  do  I  tell  them  they  have  to  find  some  other  answer,  or 
do  I  tell  them  that  the  Federal  Government  and  the  Federal  office 
says  that  we  will  be  responsible  if  it  comes  out  in  the  press  that 
FmHA  has  been  making  a  bunch  of  loans  and  then  not  properly 
checking  them  so  there  has  been  a  violation  of  the  contract  without 
FmHA  doing  anything  about  it? 

What  should  I  tell  my  people? 

Mr.  Mergure.  I  wish  I  could  give  you  a  very  good  and  specific 
answer,  Mr.  Bedell,  but  I  cannot. 

We  are  going  to  do  everything  we  can  to  try  to  respond  to  the 
press  of  business.  Part  of  the  restructuring,  as  I  pointed  out,  is  to 
have  the  county  supervisor  focus  on  two  sets  of  programs  which 
are  very  important,  in  our  view,  in  terms  of  the  families  that  we 
support.  One  is  the  family  farm  loan  program  for  ownership  loans 
and  the  other  one  is  the  single  family  housing  program.  All  of  the 
rest  of  our  activities  will  be  pooled  to  the  district  office  level  so  that 
the  county  supervisor  can  emphasize  the  timely  servicing  of  those 
two  kinds  of  loans. 

Mr.  Nolan.  Let  me  interrupt.  That  restructuring  would  be  help- 
ful. When  do  you  expect  that  to  occur? 

Mr.  Mercure.  It  will  be  completed  within  90  days. 

Mr.  Cavanaugh.  It  will  be  initiated  but  it  can't  be  carried  out 
completely  in  90  days. 

Mr.  Bedell.  Do  you  believe  that  restructuring  will  then  make  it 
possible  for  the  people  at  the  State  level,  who  are  accountable  for 
these  loans,  to  feel  that  they  have  the  manpower  necessary  so  that 
that  they  feel  comfortable  with  the  way  they  are  administering!  I 
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am  not  talking  about  the  making  of  the  loans,  I  am  talking  about 
if  you  make  a  loan  and  then  you  want  to  see  if  you  are  supervising 
it  properly  so  the  taxpayers  are  not  being  ripped  off. 

Mr.  Mercure.  I  think  I  can  honestly  answer  that  even  with  the 
efforts  that  we  are  undertaking  now,  I  could  never  tell  you  that  the 
State  people  or  county  people  would  be  totally  satisfied  that  all  of 
their  personnel  and  manpower  needs  are  met.  I  couldn't  say  that. 

Mr.  Bedell.  What  would  you  do  if  you  were  a  State  director  of 
FmHA,  and  you  felt  that  there  was  significant  discrepancies,  and 
you  felt  there  was  graft  and  corruption,  and  that  there  were  con- 
tractors ripping  off  the  people,  and  in  turn,  the  taxpayers,  and  you 
felt  you  didn't  have  enough  manpower  to  properly  do  anything 
about  that  particular  problem? 

I  could  address  this  to  Mr.  Cavanaugh.  It  seems  to  me  that  this 
is  a  serious  problem  that  we  cannot  overlook. 

Mr.  Mercure.  Let  me  say  how  we  have  responded  to  some  of 
these  questions.  When  we  have  this  critical  bulge,  what  we  have  done 
is  to  send  in  a  special  team  to  get  the  whole  Question  resolved  and 
get  down  to  some  ground  base.  Mr.  Cavanaugn,  would  you  like  to 
respond?  Take  me  off  the  hook  on  that. 

Mr.  Cavanaugh.  I  would  like  to  put  myself  on  the  hook.  Mr. 
Bedell,  I  would  feel  less  than  responsible  to  the  Congress  and  the 
programs  that  I  administer  if  I  didn't  tell  you  that  I  think  it  is  a 
matter  of  the  gravest  concern  that  we  do  not  have  adequate  staff  to 
responsibly  carry  out  our  programs.  This  is  to  say  nothing  about 
being  able  to  respond  more  effectively  and  quickly  to  the  needs  of 
those  who  depend  upon  Farmers  Home  for  credit  assistance  as  well 
as  other  forms  of  assistance. 

When  we  recently  testified  before  the  Appropriations  Committee, 
we  had  a  chart  that  showed  that  in  1971,  we  were  handling  around 
$2.5  billion  dollars  of  annual  lending  authority,  and  we  had  a  staff 
of  approximately  7,500  people.  This  year  we  will  probably  lend  in 
excess  of  $9  billion.  And  we  are  about  at  that  level  of  staff  now.  The 
programs  that  you  referred  to  are  being  added,  we  expect,  through 
the  Economic  Emergency  Credit  Act,  a  very  important  act  for 
farmers. 

We  have  just  been  through  18  months  of  record  emergency  lend- 
ing which  was  more  than  70,000  farm  emergency  loans  above  our 
regular  caseload. 

We  are,  as  Mr.  Mercure  indicated,  taking  all  the  management 
steps  that  we  can  to  perform  our  work  more  efficiently.  We  are 
stressing  with  our  State  directors,  that  they  have  got  to  assume  the 
highest  level  of  management  responsibility. 

But,  in  my  view,  we  are  gravely  understaffed  to  carry  out  the 
functions  that  are  assigned  to  us. 

Mr.  Bedell.  You  understand  the  riddle  I  have.  You  say  you  are 
greatly  understaffed  and  people  tell  me  that.  I  can  understand  if 
you  are  not  making  all  the  loans  that  you  ought  to  make,  and  that 
sort  of  thing.  But  I  think  it  is  really  pretty  bad  if  the  Government 
does  not  have  enough  staff  to  provide  adequate  oversight  for  the 
loans  that  have  been  made.  I  think  that  is  one  of  the  concerns  of 
the  people  out  there. 
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What  is  going  to  happen  if  the  press  comes  along  and  says,  "Look, 
here,  here,  and  here  are  cases  where  the  FmHA  has  not  exercised 
oversight  and  the  taxpayer  is  being  ripped  off."  It  is  a  critical  thing. 
I  think  we  should  address  it. 

The  only  way  I  can  see  we  can  do  it  is  through  additional  staff. 
This  is  wnat  I  get  from  what  you  tell  me.  I  guess  the  onlv  way  for 
me  to  do  it  is  to  get  an  amendment  together  to  see  if  I  can't  do 
something  on  the  credit  bill  that  is  coming  up. 

Mr.  Mergube.  I  do  not  know,  Mr.  Bedell,  of  a  single  Federal  de- 
partment that  would  not  indicate  that  they  need  more  people. 

Mr.  Bedell.  OMB,  I  am  told,  is  in  the  audience.  I  am  glaa  they  are 
here.  I  hope  they  would  want  to  hear  what  we  have  to  say.  It  is 
about  time  that  OMB  recognized  that  their  job  is  to  serve  as  budg- 
etary people  and  not  to  overrule  the  expertise  of  the  people  in  our 
various  departments  of  Government. 

I  think  the  gentleman  from  Kentucky  agrees  with  me  in  that  re- 

fird.  I  hope  they  realize  that  I  would  not  have  said  any  different  if 
thought  they  were  not  here  in  the  audience. 

Mr.  Breckinridge.  If  the  gentleman  will  yield,  I  would  say  this. 
The  same  note  was  handed  to  me  about  the  OMB  being  here  and  I 
wonder  if  they  are  going  to  testify. 

Mr.  Mergure.  I  do  not  believe  so. 

Mr.  Breckinridge.  Let  me  join  with  my  friend  from  Iowa  in  say- 
ing this.  I  will  say  this  for  our  friends  in  the  Office  of  Management 
and  Budget.  This  is  not  a  problem  peculiar  to  the  Office  of  Manage- 
ment and  Budget.  It  is  not  a  problem  that  is  peculiar  with  the  Con- 
gress. You  will  find  that  the  great  majority  of  those  here  representing 
our  people  back  home  also  had  service  in  the  State  legislature.  As 
you  probably  know,  the  same  thing  goes  on  at  the  State  houses.  It  is 
an  historic  and  traditional  problem.  The  problem  is  a  very  simple 
one.  That  is,  where  you  vest  responsibility  and  authority  for  financial 
matters,  you  seldom  have  people  who  are  trained  programmatically 
in  the  areas  of  responsibility,  such  as  our  friend,  the  Assistant  Sec- 
retary here  today,  who  although  even  he  is  a  professor,  has  studied 
what  he  is  professor  of.  He  comes  up  here  now  and  he  brings  with 
him  that  accumulated  knowledge,  to  be  second-guessed  by  someone 
whom,  I  suspect,  knows  absolutely  nothing  except  what  he  learns  in 
the  financial  office  or  in  the  Office  of  Management  and  Budget  about 
those  responsibilities. 

The  gentleman  from  Iowa  is  quite  right  in  saying  that  constitu- 
tionally we  have  a  Cabinet  form  of  Government,  and  a  Secretary  of 
Agriculture  is  not  a  useless  or  a  worthless  thing,  except  to  the  extent 
that  OMB  sometimes  would  render  him  as  such  by  determining 
what  is  and  what  is  not  to  be  funded,  and  what  is  and  what  is  not  to 
be  planned,  and  programed,  and  administered. 

This  conflict  goes  on  in  40  capitals  as  well  as  here.  It  will  con- 
tinue. There  has  got  to  be  an  answer  somewhere  along  the  way  that 
we,  as  a  mature  society,  will  go.  I  am  delighted  that  the  representa- 
tives from  OMB  are  here.  I  think  they  should  participate  more 
regularly  and  often  in  the  hearings  of  the  Congress,  because  that  is 
where  the  action  is.  That's  where  we  get  our  education,  and  I  suspect 
they  would  too.  So,  I  am  delighted  they  are  here,  and  I  would  hope 
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they  would  make  it  a  practice  to  join  with  us  all  more  often.  I  look 
forward  to  the  opportunity  of  visiting  with  them  and  working  with 
them  in  this,  as  well  as  other  committee  areas  where  I  have 
responsibility. 

Mr.  Nolan.  Before  you  respond  to  that  statement,  I  would  like  to 
call  on  Mr.  Panetta  for  any  questions  that  he  may  have,  and  then  I 
will  recognize  the  other  members  of  the  subcommittee  for  questions. 

Before  I  do  that,  Mr.  Panetta,  I  want  to  know  whether  Mr.  Bob 
Embry  is  here?  Mr.  Embry,  we  have  gone  over  our  time  that  we 
had  anticipated  for  the  questioning  and  testimony.  Would  you  be 
able  to  come  back  at  1  o'clock  and  give  your  testimony  ? 

Mr.  Embry.  Certainly. 

Mr.  Nolan.  We  will  reconvene  the  hearings  after  this  line  of 
questioning  at  1  p.m.  this  afternoon. 

Mr.  Panetta. 

Mr.  Panetta.  Thank  you,  Mr.  Chairman.  I  don't  know  what  you 
are  doing,  but  I  have  invited  the  Director  of  OMB  to  come  out  to 
my  district,  and  he  is  going  to  look  at  artichokes  and  lettuce,  and 
we  are  going  to  make  sure  that  he  gets  some  sensitivity  on  this  issue. 
[Laughter.] 

One  of  the  problems  I  have,  very  briefly,  is  with  regards  to  the 
whole  issue  of  reorganization.  I  guess  every  once  in  awhile,  we  ought 
to  sit  back  and  look  at  the  big  picture.  I  do  not  know  of  an  adminis- 
tration that  has  not  come  in  and  initially  started  reorganizing.  You 
feel  that  that  is  the  first  thing  you  ought  to  do.  That  is  how  you 
make  your  mark  the  easiest — to  reorganize. 

When  you  are  in  the  process  of  reorganizing,  and  jou  come  up 
with  proposals,  and  you  nave  OMB  doing  its  reorganization  thing, 
by  that  time  another  administration  comes  in  and  decides  to  study 
and  to  reorganize  everything,  which  has  been  done  by  prior  admin- 
istrations. 

All  we  wind  up  doing  is  changing  the  top  of  the  iceberg. 

I  guess  my  point  is  this.  You  have  been  in  office  a  year.  Are  you 
getting  wrapped  up  so  much  in  reorganizing  that  you  are  not  look- 
ing at  the  programs  that  you  do  administer?  I  wonder  if  you  know 
whether  or  not  they  are  working  out  there  in  the  field. 

Mr.  Mercure.  I  think  not.  We  have  been  involved  in  discussions 
about  reorganization.  We  have  focused  on  some  restructuring  of  the 
Farmers  Home  Administration.  I  do  want  to  indicate  that  the  re- 
structuring was  dramatic.  It  was  a  slight  modification  of  a  structure 
to  be  more  responsive. 

On  the  program  side,  we  have  made  a  number  of  suggestions  to 
Congress  about  amendments  in  terms  of  the  farm  loan  activity,  in 
terms  of  the  housing  program,  and  we  are  undertaking  a  fairly 
comprehensive  review  in  partnership  with  other  Federal  depart- 
ments on  community  facilities,  particularly  with  water  and  sewerage 
kinds  of  investments  that  we  undertake.  We  are  doing  this  to  ad- 
dress the  question  of  how  we  can  make  those  programs  work  more 
effectively. 

As  a  matter  of  fact,  I  suppose  that  from  an  administrative  view- 
point, we  spend  a  great  deal  more  time  on  those  issues  than  we  spend 
really  on  the  reorganization  question.  We  are  not  tremendously  pre- 
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occupied — at  least  in  my  purview  of  responsibility — with  reorgani- 
zation issues.  We  are  really  more  occupied  with  improving  our 
delivery  of  programs. 

Mr.  Fanetta.  I  am  glad  to  hear  that  because,  frankly,  one  of  the 
concerns  I  have  as  far  as  the  Congress  is  concerned,  is  the  inability 
to  really  focus  on  the  oversight  of  ongoing  programs  as  much  as  we 
should. 

We  tend  to  work  on  new  legislation  and  new  ideas,  but  we  often 
fail  to  really  do  the  proper  oversight.  That  is  what  results  in  dupli- 
cation. We  come  up  with  new  programs  and  instead  of  saying, 
"What  are  you  doing  now,  and  is  that  hitting  the  target,  and  could 
you  use  these  people  in  a  better  and  more  efficient  way  in  the  areas 
of  need?  Consequently,  we  have  to,  to  some  extent,  rely  on  your 
oversight  at  your  level  to  see  whether  that  is  a  problem. 

Mr.  Mercuke.  A  case  in  point,  for  example,  is  section  111  with  $5 
million.  You  are  not  going  to  really  affect  the  capacity  of  local  com- 
munities to  do  their  own  planning  when  $5  million  is  such  a  small 
sum,  and  from  a  sort  of  zero  base  view — and  I  don't  want  to  get  into 
that  discussion  much — what  kind  of  mass  is  it  that  will  make  a  dif- 
ference. Second,  how  much  of  it  is  already  going  on  under  other 
guises  that  one  needs  to  take  a  look  at  and  bring  together  more 
effectively. 

For  that  reason,  we  made  a  very  deliberate  decision  that,  until  we 

it  a  handle  on  those  other  questions,  asking  that  $5  million  become 
10  million  and  ultimately  $50  million,  seems  to  us  not  to  be  the  first 
level  of  priority  for  us. 

Mr.  Panetta.  I  am  glad  to  hear  that. 

Let  me  ask  you  this  question.  I  think  this  is  important  in  terms 
of  whether  we  are  going  to  get  any  place. 

The  politics  of  rural  versus  urban  has  been  clear  for  a  long  time. 
Obviously,  as  far  as  the  Congress  is  concerned,  urban,  to  a  large 
extent,  controls  much  of  the  legislation  that  goes  through  the  Con- 
gress, just  by  virtues  of  numbers  alone. 

As  a  consequence,  the  administrations  that  react  in  this  area  react 
more  toward  the  urban  representatives  and  those  pressures  as  op- 
posed to  the  rural  representatives,  and  I  can  understand  that.  We 
wind  up,  that  is,  the  country  focuses  politically  on  whether  we  are 
going  to  pass  a  major  farm  bill,  but  oftentimes  in  matters  dealing 
with  rural  development  that  are  as  important,  the  focus  is  not  there. 

Do  you  sense  that,  in  the  administration,  in  agriculture,  you  fight 
a  daily  battle  as  far  as  the  priority  of  the  programs  you  are  working 
with  vis-a-vis  the  priorities  of  the  programs  in  other  areas,  like 
urban  areas? 

Mr.  Mercure.  I  detect  a  trend  swinging  to  greater  interest  with 
regard  to  rural  issues  and  rural  development  opportunities,  both 
within  the  department,  as  well  as  outside  the  department  Addition- 
ally, I  think  I  would  agree  that  there  is  a  tendency  to  frame  every- 
thing in  terms  of  the  urban  kind  of  context. 

But,  when  we  developed  the  rural  policv  issues  questions,  there 
was  a  great  temptation  to  come  in  and  say,  ^rural  is  where  we  ought 
to  put  our  money,  and  forget  what  happens  to  the  city."  We  avoided 
that  temptation  because  I  am  firmly  convinced  that  to  ignore  urban 
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problems  will  draw  people  away  inappropriately  to  the  rural  set- 
ting, which  is  also  not  good  for  this  country. 

So  we  have  suggested,  as  a  major  element  of  any  policy  develop- 
ment purposes,  that  we  must  always  keep  in  perspective  that  there 
must  be  maintained  a  balance  of  development  so  that  rural  commu- 
nities and  urban  communities  are  all  healthy  from  a  socioeconomic 
viewpoint,  so  that  the  people  in  this  country  can  make  the  choices 
that  are  most  appropriate  for  them. 

In  the  past,  tne  relative  disadvantages  of  rural  life,  I  think,  drew 
people  to  the  urban  setting.  Where  I  grew  up,  we  got  electricity  be- 
cause of  REA  in  1949.  We  got  a  community  water  system  in  1950.  It 
was  later  improved  through  the  Farmers  Home  Administration 
some  time  in  the  1960's.  We  nad  dirt  roads.  The  closest  doctor  was  30 
miles  away.  It  was  a  small  town  of  300  people. 

Those  disadvantages,  I  think  pretty  much  throughout  the  country, 
are  no  longer  that  prevalent.  I  think  that  is  a  tribute  to  the  evolu- 
tion of  the  Farmers  Home  Administration  and  REA  and  some  of 
the  rural  investment  programs  that  have  been  undertaken  since 
1935,  and  which  have  been  continually  expanded,  modified,  and 
improved. 

I  think  the  kind  of  data  that  both  the  chairman  and  I  related 
earlier,  in  the  charts,  give  some  witness  to  the  fact  that  there  is  im- 
provement in  our  rural  areas. 

We  probably  need  to  be  reasonably  cautious  so  that  we  do  not  get 
taken  up  with  the  idea  that  now  we  ought  to  invest  everything  in 
rural  and  assume  that  growth,  by  itself,  is  going  to  resolve  problems. 
I  think  growth  in  Gillette,  Wyo.,  or  New  Mexico  brings  with  it  some 
very  serious  liabilities  if  the  local  people  are  not  able  to  build  the 
community  facilities  and  services  which  are  necessary  for  a  good  life. 

Mr.  Panetta.  I  think  what  you  have  just  said  is  on  the  point.  Ob- 
viously it  has  to  be  a  partnership.  Obviously  we  have  to  work  hand 
in  hand. 

I  guess  it  would  help,  though,  in  your  position  and  certainly  for 
us  in  the  Congress,  if  tne  White  House  were  to  speak  directly  to  the 
issue  of  rural  development  and  its  commitment  to  that  point.  I  think 
that  would  help  you  in  terms  of  what  you  are  trying  to  do. 

Mr.  Mercttre.  Clearly,  I  agree  that  would  be  very  important.  I 
think  we  can  expect  more  open  expression  of  that  kind  of  support 
in  the  future. 

Mr.  Panetta.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Nolan.  Thank  you,  Mr.  Panetta 

Are  there  any  other  questions  that  the  members  would  like  to  ask? 

I  have  one  quick  question. 

You  mention  on  page  34  of  your  prepared  testimony,  that  the 
Assistance  Secretaries  Working  Group  was  asked  to  undertake  a 
series  of  problems  in  urgent  need  of  solution.  I  wonder  if  you  could 
share  with  the  committee  what  those  problems  are? 

Mr.  Mercure.  I  would  be  very  happy  to. 

We  articulated  examples  of  some  15  different  problems,  some  of 
which  are  dimensions  of  the  same  problems.  For  example,  access  to 
medical  care  facilities  for  rural  residents  relates  to  the  question  of 
coordinated  public  and  commercial  transportation. 
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We  discussed  issues  related  to  the  problems  generated  when  sev- 
eral agencies  are  involved  in  the  same  effort.  For  example,  when 
EPA,  EDA,  Farmers  Home,  and  often  a  State  agency  and  a  re- 
gional commission  participate  in  water  and  or  sewage  system  financ- 
ing, thejr  very  often  impose  a  multitude  of  requirements  on  the  small 
community  being  served  as  it  goes  through  the  process  of  applying 
for  those  resources. 

We  are  identifying  problems  such  as  these  that  we  call  "targets  of 
opportunity"  for  trying  to  get  some  real  solutions  to  the  problems 
affecting  local  people.  And  I  don't  mean  just  a  memorandum  of 
agreement  at  the  Washington  level. 

I  would  be  very  happy  to  share  the  problems  we  have  identified 
with  you ;  I  will  supply  a  list  of  15  or  so  for  the  record. 

[Additional  information  submitted  follows:] 

Examples   of   Rural   Problems   Discussed   at   the   Assistant    Secbetaueb 
Working  Group  Meeting  on  April  17,  1978 

1.  Explore  administrative  means  for  better  adapting  and  coordinating 
FinHA,  EPA,  HUD,  EDA,  CSA  and  other  water-sewer  treatment  programs 
to  serve  the  needs  of  rural  communities. 

2.  Implement  measures  to  overcome  barriers  to  needed  coordination  among 
public  transportation  programs  in  rural  areas. 

3.  Ensure  that  criteria  for  the  targeting  of  tax  exempt  industrial  develop- 
ment and  pollution  control  bonds  do  not  discriminate  against  rural  areas. 

4.  Provide  greater  flexibility  in  program  regulations  for  the  use  of  public, 
not-for-profit  rural  development  organizations. 

5.  Improve  the  coordination  and  effectiveness  of  federal  capacity  building 
programs  for  rural  areas. 

6.  Focus  HEW  funding  priorities  and  federal  interagency  capacity  building 
efforts  to  assure  that  medically  undeserved  rural  areas  obtain  their  propor- 
tional share  of  federal  health  care  program  resources. 

7.  Coordinate  and/or  consolidate  planning  assistance. 

8.  Coordinate  the  rural  health  facilities  building  activities  of  HEW  and 
FmHA. 

9.  Target  resources  on  increasing  the  availability  of  health  personnel  in 
rural  areas. 

10.  Coordinate  and  better  adapt  federal  programs  to  meet  the  emergency 
medical  service  needs  of  rural  communities. 

11.  Increase  efforts  to  coordinate  federal  housing  programs  in  rural  areu. 

12.  Revise  home  loan  eligibility  requirements  to  better  gauge  the  ability  of 
rural  residents  to  meet  mortgage  payments. 

13.  Eliminate  unnecessary  urban  bias  in  certain  federal  home  construction 
standards. 

14.  Coordinate  manpower  and  economic  development  programs  to  promote 
rural  growth. 

15.  Fund  additional  state  and  local  joint  funding  simplification  applications 
from  rural  areas. 

Mr.  Nolan.  The  Chair  would  also  find  it  helpful  if,  in  supplying 
additional  information,  information  on  those  migration  patterns  and 
trends,  that  you  also  check  out  more  carefully  the  figures  on  growth 
in  the  metropolitan  areas. 

It  is  the  Chair's  impression  that  there  has  been  a  decline  in  the 
populations  in  the  central  cities  and  that  when  added  to  the  subur- 
ban population  it  would  show,  I  think,  a  lesser  amount  of  growth  in 
urban  areas  and  perhaps  not  portray  an  accurate  picture.  Maybe  the 
greatest  growth  still  is  taking  place  in  the  suburbs,  as  opposed  to  the 
rural  areas. 
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The  other  thing  I  am  concerned  about  is  this.  In  my  own  imme- 
diate area,  we  have  gone  from  a  situation  where  the  suburbs  sur- 
rounding the  metropolitan  area  and  the  rural  counties  grew  through- 
out the  1950's  and  1960's  and  now  there  is  a  third  growth  area  which 
might  be  characterized  as  "rural"  but  is  still,  nevertheless,  a  series 
of  oedroom  communities  serving  the  metropolitan  area.  It  has  be- 
come a  new  exurbia,  or  something  along  that  line. 

I  still  find  that  when  you  get  out  into  the  countryside  in  Minne- 
sota, for  example — the  only  exception  being  the  lake  area  where  a 
lot  of  retirees  are  being  attracted — we  still  have  a  substantially  in- 
creasing population  decline. 

Mr.  Mercube.  As  I  pointed  out,  I  did  not  want  to  imply  that  ev- 
erything is  rosy.  We  still  have  over  270  counties  where  the  median 
family  income  is  $3,500  or  below.  Those  are  very  serious  problems. 
We  still  have  more  than  half  the  substandard  housing  in  rural 
America. 

The  data  that  we  show  do  make  comparisons  between  adjacent 
counties,  counties  adjacent  to  metro  areas — that  is,  that  third  ring 
that  you  described — and  the  nonadjacent  counties.  We  will  be  very 
happy  to  supply  that  information. 

Mr.  Nolan.  Thank  you  very  much. 

Without  objection,  the  additional  information  referred  to  will  be 
inserted  into  the  record  at  this  point,  upon  receipt. 

[The  material  submitted  follows :] 

Counties  that  are  adjacent  to  metropolitan  areas  are,  on  the  average,  grow- 
ing in  population  at  a  somewhat  more  rapid  rate  than  are  areas  that  are  more 
remote  in  location.  NormaUy  the  adjacent  class  of  nonmetro  counties  had  an 
overaU  population  increase  of  8.6  percent  from  1970-76,  compared  with  growth 
of  7.3  percent  in  the  nonadjacent  group.  Some  of  this  higher  growth  for  ad- 
jacent counties  is  unquestionably  associated  with  increased  commuting  to 
metropolitan  jobs  as  metropolitan  sprawl  edges  outward  and  as  people  tend 
to  be  willing  to  commute  longer  distances  than  in  the  past. 

In  the  Chairman's  State  of  Minnesota,  the  dominant  Minneapolis-St.  Paul 
metropolitan  area  is  characterized  by  such  sprawl  and  lengthy  commuting. 
Most  of  the  rapid  growth  counties  there  are  already  classed  as  metropolitan 
even  though  they  are  predominantly  rural  in  appearance.  The  nonmetro  coun- 
ties in  Minnesota  that  are  adjacent  to  metropolitan  areas  had  population 
growth  of  5.9  percent  from  1970-76,  whereas  the  nonadjacent  ones  grew  by 
4.6  percent.  Many  agricultural  counties  along  the  southern  and  western  rims 
of  the  State  are  continuing  to  decline  in  population,  but  in  most  cases  at  a 
considerably  diminished  rate  from  that  observed  in  the  1960's. 

The  suburban  metropolitan  growth  picture  is  mixed.  In  some  parts  of  the 
country  suburban  growth  is  still  the  most  rapid  and  has  increased  over  the 
1960's.  This  seems  to  be  the  case  in  your  state,  and  in  many  parts  of  the 
South.  But  in  other  areas  suburban  counties  have  much  lower  rates  and 
amounts  of  population  growth  than  they  did  in  the  previous  decade.  This  is 
especially  true  in  the  Northeast,  the  Lower  Great  Lakes,  and  the  Pacific  Coast 
where  total  metropolitan  population  growth  has  come  to  a  near  halt  or  greatly 
diminished,  but  where  nonmetropoUtan  growth  is  on  the  upswing.  It  is  hard 
to  define  suburban  areas  precisely,  but  it  appears  that  taken  together  at  the 
national  level  they  are  still  attracting  new  housing  and  population  at  a  rate 
somewhat  above  nonmetropolitan  areas. 

Mr.  Breckinridge.  Thank  you,  Mr.  Chairman. 

I  am  going  to  take  a  little  time  on  this,  because  I  would  like  to 
get  the  record  straight  in  connection  with  your  business  and  indus- 
trial guaranteed  loan  program  with  reference  to  the  amounts  of 
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money  which  you  and  the  Department  recommended  to  the  White 
House  for  that  program.  That  is,  with  reference  to  your  training 
program  as  it  relates  to  the  vesting  of  additional  authority  in  lend- 
ers as  distinguished  from  FmHA  personnel. 

My  first  question  is  this.  Our  friend,  Gordon  Cavanaugh,  re- 
marked on  page  25  that  the  authorization  for  fiscal  year  1979  is  in 
the  amount  of  $1.1  billion. 

How  does  that  figure  relate  to  what  you  recommended? 

Mr.  Mercure.  I  believe  it  is  right  on  target  with  what  we  recom- 
mended. Let  me  point  out  our  reasoning  for  that. 

Part  of  it  has  to  do  with  what  we  think  OMB  will  approve.  But, 
all  levity  aside,  let  me  point  this  out.  Last  year  we  had  $350  million 
in  authority.  We  have  gone  from  that  to  $1  billion  in  authority. 

We  think  that  that  kind  of  expansion  needs  to  settle  in  before  we 
really  look  at  a  great  deal  of  explosion  beyond  that  level. 

A  10-percent  increase,  $100  million  of  additional  authority,  we 
think  we  can  digest  within  the  growth  patterns  that  have  been  es- 
tablished and  do  well. 

I  think  we  would  be  irresponsible  to  suggest  we  go  from  $1  bil- 
lion to  $3  billion  in  authority  and  then  find  out  onp  of  two  possibili- 
ties :  That  we  couldn't  generate  that  kind  of  capital  investment  be- 
cause we  are  talking  about  causing  the  flow  of  private  capital  into 
those  capital  deficit  areas,  and  then,  second,  the  other  alternative) 
which  is  even  more  distressing — I  would  just  as  soon  apologize  for 
not  having  used  the  authority — the  distressing  side  of  that  is  that  if 
the  quality  of  those  investments  began  to  deteriorate,  then  I  would 
feel  much  more  distressed  to  have  to  apologize  for  that  next  year 
when  we  meet. 

Mr.  Breckinridge.  Let  me  address  myself  to  both  of  those,  be- 
cause you  and  I  know  that  this  is  an  ongoing  discussion.  I  want  this 
record  to  reflect  the  entire  history. 

As  to  your  first  proposition,  I  am  not  the  least  bit  embarrassed 
were  vou  to  have  $10  billion  in  authority  and  use  only  $1.1,  or  use 
only  $5  billion,  because  that  would  indicate  that  you  are  operating 
a  conservative  program,  and  that  you  were  not  letting  anyone  who 
walked  in  the  front  door  have  money  because  you  had  the 
authorizations. 

This  to  me  is  so  self-evident  on  the  face  of  it  that  I  don't  think  it 
requires  discussion  between  responsible  public  officials.  I  would  ex- 
pect you  to  handle  $10  billion  as  cautiously  as  $500  million.  I  tab 
that  as  a  non-argument  without  reason  unless  you  lack  confidence  in 
your  staff,  and  I  think  you  would  not  allow  your  staff  to  recklessly  J 
squander  money  the  way  you  are  suggesting  it  might  happen. 

So  that  really  is  no  basis  for  your  failure  to  ask  for  more  money. 

Mr.  Mercure.  I  was  not  implying  that  the  Farmers  Home  Admin- 
istration would  be  irresponsible. 

Mr.  Breckinridge.  Who  would  be? 

Mr.  Mercure.  I  was  implying  that  our  ability  to  digest  that  vol- 
ume of  lending,  purely  from  an  organizational  point  of  view,  could 
very  well  be  impaired. 

Mr.  Breckinridge.  In  time  you  would,  of  course,  quit  lending 
money,  wouldn't  you? 

Mr.  Mercure.  That  is  right. 
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Mr.  Breckinridge.  So  you  have  imposed  an  arbitrary  ceiling  based 
on  a  theory  that  is  unrelated  to  fact.  The  fact  is,  you  are  going  to  act 
responsibly,  and  you  are  not  going  to  lend  unless  you  have  a  solid 
loan,  and  you  are  not  going  to  press  your  staff  beyond  the  point  of 
proper  administration.  It  is  self -controlling. 

Mr.  Mercure.  I  agree  with  your  perception.  If  I  perceive  what 
you  are  saying,  we  are  saying  that  $110  million  level  is  the  ceiling, 
and  from  your  perception,  you  are  saying  that  that  is  an  unrealistic 
ceiling. 

Mr.  Breckinridge.  What  I  am  saying  simply  is  this :  The  market- 
place will  determine.  I  am  saying  this  as  much  for  the  benefit  of  our 
friends  from  the  Office  of  Management  and  Budget  as  I  am  for  you 
and  me,  because  we  have  said  it  to  each  other  many,  many  times. 

What  I  am  saying  is  this — I  want  you  to  correct  my  understand- 
ing here,  if  necessary — As  of  this  time  a  year  ago,  you  had  $1.3  bil- 
lion demand  outstanding  by  the  beginning  of  the  year.  You  were 
unable  to  service  it  for  the  very  simple  reason  you  had  not  asked  for 
the  ceiling  and  we  had  not  given  it  to  you. 

Now,  nobody  is  going  to  lend  the  money,  I  take  it,  in  your  juris- 
diction, unless  the  borrower  is,  in  your  view  and  the  view  of  the 
lender,  responsible. 

Second,  you  can  determine  that,  so  that  we  are,  in  fact,  arbitrarily 
denying  ourselves  at  a  time  we  are  being  asked  by  the  Office  of  Man- 
agement and  Budget  to  vote  billions  of  dollars  of  deficit  job  financ- 
ing programs  not  to  let  the  marketplace  work  its  will.  Is  that  a 
correct  statement? 

You  had,  if  you  had  the  money,  the  programs,  and  you  have 
people  standing  in  line  demanding  more  money  than  you  have  avail- 
able. You  have  the  staff,  I  say  to  you,  to  handle  it  up  to  the  point 
where  the  line  is  saturated.  That  point  is  yet  to  be  attained,  but 
there  is  a  false  ceiling  imposed  by  the  Office  of  Management  and 
Budget  upon  the  flow  of  these  funds  to  those  borrowers  through  the 
financial  system  which  is  perfectly  capable  of  determining  whether 
it  will  or  will  not  make  a  loan. 

Mr.  Mercure.  Well,  I  don't  know  how  perfectly,  but  I  think  you 
are  right.  I  think  that  the  market  system  can  determine,  pretty 
much,  how  much  additional  loan  activity  there  is. 

Mr.  Breckinridge.  Let  me  go  further  for  our  friends  who  are  lis- 
tening in  today. 

Gordon  Cavanaugh  went  on  to  point  out  that  this  is  going  to  af- 
fect— and  I  will  play  with  your  language  here,  Gordon,  because  we 
need  understandings  in  this  area — to  affect  a  total  of  107,000  jobs; 
you  say  43,887  will  be  created,  brandnew.  That  is,  people  taken  off 
the  street,  taken  off  the  relief  payrolls,  people  no  longer  dependent 
on  food  stamps.  These  are  private  dollars  going  into  private  jobs, 

Saying  private  salaries  that  generate  revenue  receipts  instead  of 
eiicit  financing. 

You  have  100,000  jobs  and  then  you  make  this  very,  to  me,  fasci- 
nating startling  observation  that  this  year  alone  you  will  create  42 
percent  of  the  total  jt)bs  that  this  program  has  generated. 

My  question  is,  why  is  it  not  1,000  percent?  Why  would  I  not  be 
authorizing  the  loaning  of  private  funds  instead  of  voting  a  deficit 
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for  a  President  committed  to  a  1980,  and  now  an  1981,  and  then  a 
1982  balanced  budget,  and  who  is  fighting  inflation?  The  answer  is 
that  you  cannot  answer  that  question.  That  letter  and  proposal  have 
been  on  the  desk  of  the  Office  of  Management  and  Budget  since  the 
first  day  of  February  1977.  It  has  been  unanswered. 

Now,  let  me,  if  I  may,  go  a  little  further  with  this  proposal.  I  un- 
derstand your  constraints.  But  I  want  this  record  to  explore  and  ex- 
pose the  action  here  which  is  negative,  totally  unrelated  to  the  facts 
that  are  at  hand,  and  reflects  even  more  deeply  than  I  can  express, 
lack  of  comprehension  and  understanding  in  the  Office  of  Manage- 
ment and  Budget. 

I  will  cite  a  case.  Mr.  Emory  Easterley,  with  whom  you  will  wish 
to  check  this  out,  the  president  of  the  Capital  Bank  and  Trust  Com- 
pany, Baton  Rouge,  La.,  has  some  90  correspondent  banks  in  some 
90  parishes^  is  engaged  in  the  business  of  making  M-O-N-E-Y,  a 
profit.  He  invests  his  customers'  money  in  loans.  He  has  done  so 
much  of  this  business  that  his  now  senior  vice  president  is  in  charge 
of  this  program.  He  now  is  culminating — I  think  roughly,  and  jou 
can  confirm  these  figures  by  a  phone  call — something  in  the  neigh- 
borhood of  his  2,000th  loan.  At  my  request,  he  had  conducted  a  ran- 
dom sample  of  some  10  accounts.  They  were  so  startling  and  so  good 
that  he  decided  he  had  not  been  very  random,  and  he  had  perhaps 
been  prejudiced  and  picked  his  own  cronies,  so  he  told  his  secretary 
to  take  another  random  10.  I  am  going  to  recite  the  data  for  you. 

I  will  say  to  you  that  the  bankers  of  America  are  not  in  this  busi- 
ness for  any  reason  other  than  the  one  I'm  now  giving  you. 

When  those  10  or  20  loans  were  made,  the  companies  involved, 
including  the  new  ones  with  no  members  on  payroll,  totaled  100  jobs. 
At  a  later  date,  not  clear  in  my  recollection,  they  totaled  200  jobs. 
As  of  the  time  of  the  sampling,  they  totaled  300  jobs.  The  studies 
which  the  congressional  rural  caucus  has  caused  to  be  conducted, 
established  this  fact.  That  is,  that  when  the  SBA  loaned  $2  billion 
of  the  same  kind  of  money  you  are  loaning — private  money,  not  tax- 
payers' money — according  to  Mitchell  Koblenski,  whom  the  present 
administration  does  not  accept  as  authoritative,  but  who  has  failed 
and  refused  to  controvert  his  facts,  reported  before  going  out  of 
office  that  they  created  288,000  jobs.  You  say  here  that  you  are  sav- 
ing or  creating  100,000  jobs,  and  I  think  your  figures  are  no  better 
or  no  worse  than  his.  When  you  took  that  $2  billion,  you  found  it 
"cost" — I  put  that  in  quotation  marks  because  it  didn't  cost  a  cent— 
but  it  "cost"  $300  million,  not  $2  billion.  The  $2  billion  is  traded  on 
the  market  by  Merrill  Lynch,  and  other  secondary  mortgage  banker 
investment  companies ;  $300  million.  It's  $200  million  worth  of  ad- 
ministrative overhead  at  the  SBA,  and  a  5  percent  risk  loss  ratio, 
and  yours  is  much  less  than  that  because  I  am  familiar  with  the 
data.  This  is  $100  million. 

What  did  it  generate  the  first  vear  going  in,  in  addition  to  288.000 
jobs?  That  is  not  on  the  payroll?  It  generated  exactly  $2,317  billion 
in  revenue  receipts  at  the  Federal  and  at  the  State  and  at  the  local 
level,  starting  2  weeks  later  in  W-2  forms,  corporate  and  individual, 
at  the  Federal  level  and  at  the  State  level,  and  more  importantly, 
perhaps,  to  you  and  me  sitting  in  Washington  and  financing  every- 
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thing  at  4,000  county  levels,  it  generated  revenue  receipts  at  a  re- 
sponsible degree  for  the  State  and  for  the  local  community. 

I  am  told,  and  I  therefore  believe,  because  I  believe  everything 
I  am  told  in  Washington. 

I  am  told  that  a  report  prepared  by  the  SBA  and  growing  out  of 
conversations  with  Mr.  Mercure  and  Vernon  Weaver,  and  others 
that  I  have  had,  going  back  a  year,  entitled  "It  is  Better  To  Lend 
Than  To  Spend"  has  been  suppressed  by  the  direction  of  the  Office 
of  Management  and  Budget  because  nobody  has  proven  that  the 
data,  which  says  that  they  generated  353,000  jobs  with  $2.7  billion 
worth  of  loans — and  I  say  to  the  gentlemen  here  that  neither  have 
you  disproved  those  figures,  but  a  man  named  Emory  Easterley  has 
proven  it.  You  had  better  start  talking  with  the  banking  community 
if  you  are  real  serious  about  a  private-sector  effort  to  defeat  inflation 
and  diseconomy  and  unemployment.  I  am  deeply  distressed  by  this 

Snel  for  not  pressing  for  more  money,  as  I  am  disturbed  by  my 
end,  Vernon  Weaver's,  failure  to  get  through  the  fog  at  OMB 
bottom,  and  more  particularly,  the  White  House,  for  not  following 
through  on  the  program  that  has  now  laid  on  its  desk  for  over  a 
year. 

Now,  if  anyone  wants  to  address  themselves  to  any  part  of  those 
statements  for  the  record,  I  invite  them  to  do  so,  please. 

Mr.  Nolan.  Mr.  Mercure. 

Mr.  Mercure.  I  think  in  principle  I  can  agree  that  it  is  a  much 
better  approach  to  invest  in  the  development  of  communities  and 
businesses  and  jobs.  I  think  I  can  also  say  that  most  of  the  Farmers 
Home  Administration  activities  are  related  to  an  investment  process. 
It  is  in  investments  in  housing  and  farms,  and  intrastructure  re- 
quirements that  are  preconditions  for  other  developments. 

This  is  also  in  business  and  industry  loan  guarantees.  It  is  not  on 
a  philosophic  basis  that  we  disagree. 

I  think  that  at  this  point  our  disagreement  is  basically  focused  on 
the  size  of  that  investment  activity. 

Mr.  Breckinridge.  At  that  point,  let  me  interrupt.  I  think  you 
and  I  are  in  agreement.  I  think  I  have  pointed  out  where  the  diffi- 
culty rests.  I  do  not  need  to  run  the  flag  up  and  down  the  banner 
forever  and  ever. 

You  have  a  published  regulation,  I  think,  and  you  have  a  program 

1>rocess  pointed  toward  vesting  more  and  more  authority  in  the 
ender  which  is  the  banker  who  sits  at  the  corner  store  who  knows 
the  borrower,  and  his  forebearers  and  progenitors,  and  everything 
about  him.  He  is  the  man  who  really  passes  on  his  credit  and  should 
pass  on  his  credit.  Am  I  correct  in  understanding  that? 

Mr.  Mercure.  Yes;  basically  we  are  moving  in  the  direction  of 
trying  to  get  more  participation  from  those  banking  institutions. 

'Mr.  Breckinridge.  I  happen  to  be  one  of  those  people  who  said 
you  needed  another  1,800  employees,  and  I  will  go  up  and  down  any- 
where I  can  get  an  audience  on  this  subject. 

But  I  also  happen  to  be  one  of  those  people  who  says  that  you  do 
not  really  need  many  of  them  here,  because  we  have  14,000  banks  in 
America.  Judging  credit  is  their  responsibility.  They  have  10  per- 
cent of  the  dollar  on  every  one  of  these  loans  invested  and  they  are 
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not  writing  bad  paper.  Of  course,  we  are  going  to  write  rules  and  I 
regulations  that  break  them  if  they  do,  and  let  them  stay  out  of  this 
market. 

So,  really  personnel  is  not  the  problem  here. 

Mr.  Mercure.  In  many  of  our  programs,  personnel  is  a  very  lim- 
ited problem.  You  are  right.  We  are  moving  in  the  direction  of  that 
delegation. 

Mr.  Breckinridge.  I  want  to  know  how  the  Congress  can  help 
you  move  more  rapidly  in  conjunction  with  the  Small  Business  Aa- 
ministration,  and  now  we  can  put  together  training  teams  that  will 
meet  and  provide  courses  that  will  certify  the  bankers  of  America, 
State  by  State,  region  by  region,  and  community  by  community,  to 
receive  and  exercise  the  lending  authority  that  will  free  up  the  per- 
sonnel problem  that  we  have  here  and,  more  importantly,  make  it 
possible  to  say  to  the  Congress  and  the  White  House,  "These  pro- 
grams can  be  handled.  We  do  not  have  to  worry  about  false  limita- 
tions. We  are  only  going  to  lend  what  the  market  demand  is  and 
what  can  be  properly  serviced  and  it  will  be  serviced  and  determined 
by  the  lending  institutions  of  America  who  are  the  people  in  the 
business  in  the  first  instance." 

Mr.  Mercure.  I  don't  know  how  to  answer  your  question  except  to 
say  this.  We  welcome 

Mr.  Nolan.  You  have  been  saved  by  the  bell.  We  now  have  to  ad- 

J'ourn  this  meeting  for  a  vote  on  the  public  disclosure  lobbying  legis- 
ation,  and  the  rule  that  will  allow  its  consideration  here  today.        ' 

I  wish  to  thank  you,  Mr.  Mercure,  and  Mr.  Cavanaugh  and  Dr. 
Nagle.  We  advise  you  to  i>ay  close  attention  to  Mr.  Breckinridge  and 
his  comments.  I  dont'  think  anyone  is  more  deeply  concerned  and 
better  versed  on  the  enormous  potential  and  capacity  that  yon  have 
in  your  office  for  stimulating  the  private  sector  of  our  nation's  econ- 
omy in  the  rural  areas  which  will  help  to  create  jobs  and  opportu- 
nities. 

We  thank  you  very  much  for  your  testimony.  It  has  been  most 
helpful  to  this  subcommittee  and  its  deliberations  on  the  legislation 
that  we  have  before  us. 

We  thank  you  for  the  outstanding  leadership  that  you  are  provid- 
ingin  the  Department  of  Agriculture  for  this  administration. 

Thank  you. 

r  ?he  subcommittee  is  in  recess  until  1  p.m. 
'Recess  taken.] 

[The  responses  to  the  questions  submitted  to  the  Department  may 
be  found  on  p.  380.] 

afternoon  session 

Mr.  Nolan.  The  House  Subcommittee  on  Family  Farms,  Rural 
Development,  and  Special  Studies  will  come  to  order. 

Our  next  witness  will  be  Mr.  Robert  Embry,  Assistant  Secretary 
for  Community  Planning  and  Development,  Department  of  Housing 
and  Urban  Development. 

Mr.  Embry,  it  is  a  pleasure  to  welcome  you  to  the  subcommittee. 
I  am  sorry  that  we  could  not  call  upon  you  this  morning  as  we  had 
initially  planned  to  do.  We  thank  you  for  your  patience  and  co- 
operation, and  welcome  you  to  the  hearing. 


Digitized  by 


Google 


249 

^STATEMENT  OF  ROBERT  C.  EMBRY,  ASSISTANT  SECRETARY  FOB 
k    COMMUNITY  PLANNING  AND  DEVELOPMENT,  DEPARTMENT  OF 
HOUSING   AND  URBAN  DEVELOPMENT 

Mr.  Embry.  Mr.  Chairman,  H.R.  9983  would  establish  a  commu- 
*nity  development  assistance  program  similar  to  the  community  de- 
velopment block  grant  program  administered  by  the  Department  of 
^Housing  and  Urban  Development,  pursuant  to  title  I  of  the  Hous- 
ting  and  Community  Development  Act  of  1974,  as  amended.  The  pro- 
*  posed  program,  however,  would  be  administered  by  the  Department 
of  Agriculture,  and  would  be  available  only  to  localities  located 
'Outside  standard  metropolitan  statistical  areas,  or  SAMS's,  with 
populations  of  20,000  or  fewer  individuals. 

The  measure  would  authorize  the  appropriation  of  $1,275  billion 
over  a  3-jrear  period,  with  amounts  to  be  distributed  on  a  State-by- 
State  basis  based  on  factors  contained  in  the  legislation.  Grants 
would  then  be  made  to  eligible  communities  within  each  State,  with 
priority  accorded  localities  with  the  greatest  needs. 

The  Secretary  of  Agriculture  would  also  be  authorized  to  make 
grants  to  localities  in  non-SAMS's  with  populations  of  10,000  per- 
sons or  less  for  the  purpose  of  assisting  these  localities  to  apply  for 
development  grants. 

The  bill  would  also  prohibit  HUD  from  making  community  de- 
velopment block  grants  to  any  locality  served  by  the  proposed  pro- 
gram, and  would  require  HUD  to  stuay,  and  report  to  the  Congress 
with  respect  to  the  feasibility  and  desirability  of  meeting  the  com- 
munity development  needs  of  communities  located  within  SAMS's, 
which  have  populations  of  20,000  or  fewer  and  are  rural  in  charac- 
ter, through  the  program  proposed  by  H.R.  9983,  rather  than  the 
community  development  block  grant  program  of  HUD. 

H.R.  10885,  The  Rural  Development  Policy  Act,  would  establish 
a  Federal  Rural  Development  Council  to  assist  the  Secretary  of  Ag- 
riculture in  the  coordination  of  a  nationwide  rural  development 
strategy.  The  Council  would  be  composed  of  the  heads  of  21  Federal 
entities,  including  the  Secretary  of  HUD,  and  would  be  chaired  by 
the  Secretary  of  Agriculture  and  Rural  Development.  Specifically, 
the  Council  would  be  charged  with  identifying  and  obtaining  on  a 
continuing  basis  the  needs,  objectives,  and  recommendations  of 
States  and  rural  areas  to  improve  the  effectiveness  and  coordination 
of  Federal  programs  to  rural  areas. 

The  Department  shares  these  bills'  objective  of  seeking  ways  to 
better  serve  the  housing  and  development  needs  of  the  Nation's  small 
communities  and  rural  areas.  We  do  not  believe,  however,  that  con- 
sideration of  either  H.R.  9983  or  H.R.  10855  is  appropriate  at  this 
time  and  would,  accordingly,  not  favor  enactment  of  either  bill. 

The  administration,  as  you  heard  this  morning,  is  currently  pre- 
paring a  reorganization  plan  which,  among  other  things,  will  delin- 
eate the  organizational  responsibilities  and  mechanisms  for  meeting 
the  housing  and  development  needs  of  small  localities.  Moreover, 
under  section  113  of  the  Housing  and  Community  Development  Act 
of  1977,  Public  Law  95-128,  the  Secretary  of  this  Department  is  re- 
quired to  conduct  a  study,  and  to  report  to  the  President  and  the 
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Congress  in  the  fall  of  this  year,  with  recommendations  on  the  for-l 
mation  of  a  national  policy  on  the  developmental  needs  of  small 
cities. 

In  carrying  out  the  study,  the  Secretary  is  directed  to : 

Take  steps  to  improve  the  data  available  about  small  cities; 

Suggest  means  of  reducing  the  duplication  in  government  pro- 
grams in  jurisdictions  which  affect  small  cities ;  and 

Consider  all  relevant  differences  and  similarities  between  small 
and  large  cities,  particularly  in  the  areas  of  housing,  growth,  devel- 
opment patterns,  infrastructure,  education,  energy  needs  and  social 
development. 

In  addition,  the  report  is  to  include  alternative  verifiable  formula* 
to  be  used  in  the  distribution  of  block  grant  funds  available  for  allo- 
cation to  small  cities. 

In  light  of  the  pendency  of  the  reorganization  plan  and  the  study 
on  small  cities,  tve  believe  that  consideration  of  oills  such  as  ELK. 
9983,  the  Rural  Community  Development  Act,  which  would  vert 
community  development  functions  currently  carried  out  by  this  De- 
partment in  the  Department  of  Agriculture,  and  H.R.  10885,  which 
would  provide  a  mechanism  for  ascertaining  and  implementing  ru- 
ral development  strategies,  would  be  premature. 

We  also  have,  however,  other  specific  reservations  concerning  HJi 
9983.  We  do  not  believe  there  is  any  reason  to  justify  the  proposed 
transfer  of  community  development  responsibilities  with  respect  tc 
non-SMSA  localities  of  20,000  or  fewer  persons  from  this  Depart- 
ment to  the  Department  of  Agriculture.  If  it  is  determined  thai 
funding  levels  for  non-SMSA  communities  should  be  increased,  oi 
that  application  and  other  requirements  for  such  localities  should  be 
further  modified,  such  changes  could  readily  be  accommodated  within 
the  existing  block  grant  statutory  framework. 

Moreover,  the  program  contemplated  by  H.R.  9983  deviates  in 
several  significant  respects  from  the  existing  community  develop- 
ment block  grant  program.  Most  importantly,  the  proposal,  HJL 
9983,  would  not  require  eligible  communities  to  submit  a  housing  as- 
sistance plan  as  part  of  their  applications;  it  does  not  contain  a 
strong  emphasis  on  assisted  activities  benefiting  low-  and  moderate- 
income  persons;  does  not  make  eligible  for  funding  several  of  the 
activities  which  can  be  funded  under  the  block  grant  program;  con- 
tains a  highly  discretionary  funding  distribution  system  among 
States;  and  does  not  contain  requirements  respecting  the  employ- 
ment of  lower  income  persons.  All  of  these  provisions^of  coarse,  an 
set  out  by  legislation  and  not  by  regulation  in  the  HUD  community 
development  program. 

While  it  is  true  that  small,  non-SMSA  communities  should  not  be 
treated  in  a  manner  identical  to  their  larger  counterparts,  these  de- 
viations from  the  block  grant  program  constitute  substantial  changtf 
which  should  not,  in  our  view,  be  made  in  the  absence  of  thorough 
review  and  justification. 

I  turn  now  to  our  experience  with  small  communities.  Mr.  Chair 
man,  it  has  been  reported  that  HUD  has  focused  its  attention  op 
large  cities  at  the  expense  of  small  cities.  I  am  unaware  of  any  evi- 
dence to  support  this  charge.  Small  communities  have  traditionally 
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ipated  in  HUD  categorical  programs.  Twenty-seven  percent 
i  $15  billion  awarded  through  the  five  grant  programs  consoli- 

into  the  community  development  block  grant  program  was 
led  to  grant  recipients  with  populations  less  than  50,000.  This 
les  small  communities  in  both  SMSA  and  nonmetropolitan 

Sixteen  percent  of  the  $15  billion  was  provided  communities 
populations  of  less  than  25,000. 

>  discretionary  balances  portion  of  the  CDBG  program  has 
ded  HUD's  constituency  of  small  communities  substantially, 
ty-four  percent  of  the  SMSA  and  nonmetropolitan  discretion- 
lances  grants  for  fiscal  years  1975  and  1976  went  to  recipients 
ad  no  prior  experience  with  HUD  categorical  programs. 
L980,  $688.7  million  is  estimated  to  be  available  to  applicants 
metropolitan  areas  now  eligible  for  the  discretionary  balances 
im.  Tne  program  amendments  sponsored  by  HUD  in  1977 
;  doubled  the  amount  of  funds  available  in  nonmetropolitan 
from  $307  million  in  1977  to  over  $500  million  in  1978.  In  fis- 
ars  1975,  1976,  and  1977,  83  percent  of  the  nonmetropolitan 
bionary  balance  grants  and  77  percent  of  the  funds  went  to 
unities  of  fewer  than  20,000  persons.  Between  fiscal  year  1975 
seal  year  1977,  $575,988,000  was  awarded  to  communities  with 
itions  of  less  than  20,000  in  nonmetropolitan  areas.  This  repre- 
J,027  separate  grants. 

ill  communities  have  continually  emphasized  to  us  the  impor- 
)f  continuity  and  consistency  in  what  the  Federal  Government 
efore  them  in  the  way  of  Federal  assistance.  These  small  com- 
ies  now  understand  the  discretionary  community  development 
uns  and  our  housing  programs.  As  the  available  funds  in  our 
aonary  small  cities  increase,  and  they  will  reach  almost  $700 
a  for  nonmetropolitan  areas  by  1980,  we  will  be  able  to  pro- 
lore  and  more  assistance  to  communities,  without  forcing  them 
blish  new  relationships  and  learn  new  programs.  To  end  HUD 
ims  and  relationships  and  establish  new  programs  and  rela- 
ips  will  involve  several  years  of  disruption, 
rn  now  to  program  coordination.  The  Department  of  Housing 
rban  Development  is  the  only  agency  which  has  all  the  tools 
ress  small  cities  needs — housing,  community  development  and 
ng,  and  technical  assistance.  These  tools  must  be  used  in  a 
nated  and  supportive  manner  if  community  development  is  to 
illy  effective. 

[  mentioned  previously,  we  feel  one  of  the  major  shortcomings 
I.  9983  is  its  failure  to  tie  housing  with  community  develop- 
as  section  213  of  the  Housing  and  Community  Development 
quires  with  HUD's  community  development  and  housing  pro- 
,  I  want  to  point  out  that  many  small  communities  have,  for 
st  time,  stepped  back  and  looked  at  their  communities  and 
o  assess  just  what  is  needed  to  make  their  communities  a  bet- 
Lce  in  which  to  live  and  work. 

y  have  not  only  assessed  their  community  development  needs, 
ive  looked  at  their  housing  needs  and  developed  strategies 
;h  housing  assistance  plans  to  meet  those  needs.  We  estimate 
,500  communities  in  nonmetropolitan  areas  have  now  devel- 
Lousing  assistance  plans. 
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We  have  utilized  these  housing  assistance  plans  to  allocate  hou» 
ing  resources. 

Both  of  these  resources,  community  development  and  housing  as- 
sistance funds,  are  necessary  to  meet  the  needs  of  small  communitia 
and  should  be  used  in  a  supportive  manner  whenever  possible.  Ii 
fiscal  year  1977,  the  Department  provided  over  $52  million  in  publk 
housing  funds  and  over  $225  million  in  section  8  funds  to  the  non 
metropolitan  areas  to  be  used  to  assist  in  implementing  these  loci 
housing  strategies. 

I  turn  now  to  HUD's  continuing  efforts  to  improve  its  deliver] 
system.  Let  me  stress  that  none  of  this  means  that  there  are  not  m* 
jor  improvements  to  be  made  in  helping  small  cities.  On  the  admin 
istrative  front,  Secretary  Harris  established  a  task  force  on  run 
and  nonmetropolitan  areas  in  January  to  determine  if  there  wen 
ways  we  could  improve  delivery  of  our  programs  to  these  areas  an< 
helping  small  cities. 

The  task  force  was  created  because  she  firmly  believes  the  Depart 
ment  has  an  obligation  to  deal  with  the  community  development  am 
housing  needs  of  rural  and  nonmetropolitan  areas  in  the  most  eflEecj 
tive  way  possible.  The  task  force  consulted  widely  with  represent^ 
tives  of  small  communities  and  other  agencies,  and  developed  a  serid 
of  recommendations  on  how  HUD  can  better  serve  rural  and  smal 
city  applicants. 

In  addition,  the  Congress  itself  recognized  last  year  the  need  fa 
more  effective  delivery  of  community  development  assistance  to  smal 
cities.  Statutory  changes  in  title  I  relating  to  discretionary  grant 
permitted  us  to  make  the  following  significant  improvements  m  tin 
program  for  small  cities : 

Encouragement  of  applications  by  counties  and  States  in  behal 
of  smaller  units  of  government.  This  will  reduce  application  burden 
for  smaller  cities  and  reduce  overhead  and  administrative  costs  ti 
the  program. 

Changes  in  the  selection  system  which  will  permit  communities  t 
identify  and  treat  their  own  locally  determined  needs,  rather  thai 
needs  perceived  by  the  Federal  Government  as  being  most  critical. 

Simplified  application,  housing  assistance  plan,  and  citizen  pai 
ticipation  requirements  for  smaller  cities  with  the  single  purpos 
grant  program. 

Encouragement  of  more  substantial  projects  which  address  a  sij 
nificant  portion  of  a  community's  needs. 

Authorization  to  provide  technical  assistance  to  small  communi 
ties  for  the  first  time  through  section  107  of  the  act. 

We  have  published  regulations,  trained  our  field  staff,  and  pre 
vided  substantial  orientation  to  our  clients  on  these  changes.  Col 
siderable  interest  has  already  been  expressed  by  the  small  commun 
ties.  They  are  ready  to  go.  Therefore,  we  think  small  cities  would  I 
best  served  by  giving  these  substantial  operating  changes,  whic 
grew  out  of  considerable  discussion  between  the  Congress,  the  Dc 
partment,  and  small  cities,  a  chance  to  work.  For  this  reason, 
would  urge  that  no  changes  in  program  specifications  or  deliver] 
systems  such  as  that  proposed  by  H.R.  9983  be  made  at  this  time. 

As  for  congressional  actions,  in  1977,  the  Congress  recognized  tW 
smaller  communities  have  their  own  relative  needs.  Criticism  wH 
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expressed  over  the  statutory  use  of  big  city  entitlement  formulas  for 
use  in  the  allocation  of  funds  to  States  to  meet  small  city  needs.  As 
mentioned  earlier,  section  113  of  the  act  charged  the  Department 
with  conducting  a  study  of  small  city  community  development 
needs,  in  the  broadest  possible  sense,  and  to  report  to  the  President 
and  Congress  by  October  12,  with  recommendations  on  the  forma- 
tion of  a  national  policy  on  the  development  needs  of  small  cities. 

In  carrying  out  the  study,  we  are  to  take  steps  to  improve  the  data 
available  about  small  cities,  suggest  means  of  reducing  the  duplica- 
tion of  government  programs  affecting  small  cities,  and  assess  the 
similarities  and  differences  between  large  and  small  cities'  commu- 
nity development  needs. 

Included  in  the  change  is  the  development  of  alternative  verifiable 
formulas  that  could  be  used  in  the  allocation  of  discretionary  funds. 
This  particular  requirement  stemmed  from  the  concern  that  we  were 
using  indicators  of  need  that  were  appropriate  for  large  cities  to 
distribute  funds  for  small  cities  when  those  indicators  may  not  be 
most  representative  of  small  cities'  needs. 

H.R.  9983  now  proposes  new  indicators  to  be  used  to  allocate 
funds.  We  can  be  no  safer  in  assuming  these  indicators  are  more 
representative  of  small  city  needs  than  those  we  currently  use.  If  our 
small  cities  study  indicates  that  there  are  factors  which  are  more 
relevant  to  the  needs  of  small  cities,  we  can  change  the  allocation  of 
funds  without  disturbing  the  continuity  of  how  and  to  whom  the 
small  cities  apply  for  the  assistance. 

I  think  it  would  be  premature  to  adopt  new  criteria  as  indexes  of 
need  for  small  cities  as  proposed  in  this  legislation  when  we  are  just 
in  the  process  of  trying  to  define  such  needs  and  determine  the  ex- 
tent to  which  such  needs  really  are  indicative  of  all  small  cities' 
needs. 

I  would  also  like  to  point  out  that,  consistent  with  the  charge  con- 
tained in  the  legislation,  we  are  relying  very  heavily  on  the  views  of 
individual  small  communities  and  groups  which  represent  small 
cities. 

Regardless  of  what  else  happens  in  this  study,  and  whether  or  not 
a  change  is  needed  in  the  method  of  allocating  funds,  I  think  we  will 
have  increased  our  knowledge  of  small  cities  considerably,  and  I  as- 
sure you  that  what  we  learn  will  be  implemented  in  our  small  cities 
program. 

I  turn  now  to  the  rural/urban  split.  We  believe  this  bill  creates  an 
artificial  distinction  between  communities  based  on  size.  To  say  that 
the  communities  proposed  to  be  assisted  by  this  bill  do  not  serve  the 
same  functions  and  roles  within  the  nonmetropolitan  areas,  as  do 
larger  communities  within  metropolitan  areas,  is  to  miss  the  very 
way  in  which  these  communities  perceive  themselves.  For  example, 
when  we  published  the  proposed  regulations  for  the  small  cities  pro- 

fram  being  carried  out  as  a  part  of  the  community  development 
lock  grant  program,  we  proposed  to  eliminate  communities  oelow 
2,500  from  the  comprehensive  multiyear  grant  program. 

Our  rationale  for  this  was  because  we  thought  the  smaller  com- 
munities just  did  not  have  the  interrelated  multiple  community  de- 
velopment needs  like  the  larger  communities  which  would  require  a 
comprehensive  treatment. 
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The  response  to  the  proposed  rule  was  overwhelming  opposition 
by  these  very  communities.  Opponents  of  the  proposed  rule  pointed 
out  the  similarities  of  need  between  the  large  cities  and  the  small 
communities,  as  well  as  their  capacity  to  undertake  such  programs. 
As  a  result,  we  eliminated  this  distinction  from  our  final  regulations. 

I  would  like  to  point  out  that  the  urban  policy  that  the  President 
recently  announced  is  designed  for  all  communities,  including  those 
below  20,000.  This  policy  does  not,  as  this  bill  would,  classify  such 
communities  as  rural,  but  recognizes  them  as  important  urban  com- 
munities for  whom  the  effort  contained  in  the  policy  to  make  cities 
better  places  to  live  and  work  is  intended. 

I  would  also  point  out  that  the  Census  Bureau  defines  "rural"  as 
those  places  below  2,500  in  population. 

There  is  also  a  phenomenon  occurring  in  this  Nation  that  makes 
it  even  more  difficult  to  define  rural  and  urban  base  in  consideration 
of  location  within  and  without  a  metropolitan  area.  We  are  now 
seeing,  as  was  noted  this  morning,  a  population  shift  away  from 
some  metropolitan  areas.  Many  people  are  leaving  these  areas  to 
settle  in  small  towns  and  rural  areas.  As  a  result  population  is  grow- 
ing at  a  faster  rate  outside  the  metropolitan  areas  than  inside,  for 
the  first  time  since  the  depression.  This  shift  in  population  makes 
the  distinction  between  metropolitan  and  nonmetropoliltan  areas 
even  less  distinct  than  before.  It  makes  the  problems  more  difficult 
to  address  and  solve.  Splitting  authority  for  Federal  agencies  based 
on  this  distinction — metropolitan  and  nonmetropolitan — would  only 
make  the  situation  more  difficult. 

I  turn  now  to  the  duplication  of  effort.  The  adoption  of  H.R. 
9983,  which  is  essentially  the  community  development  block  grant 

Srogram  as  now  administered  by  HUD,  would  seem  to  be  a  terrible 
uplication  of  effort  at  a  time  when  the  administration  and  Con- 
gress are  seeking  ways  to  eliminate  duplication.  The  added  expense 
of  charging  an  executive  agency  with  implementing  legislation  that 
is  currently  being  administered  by  another  agency  seems  to  be  an 
extravagance  we  cannot  afford  when  facing  a  substantial  budget 
deficit. 

This  bill  would  result  in  the  necessity  of  at  least  doubling  the  staff 
required  to  administer  the  programs.  The  various  technical  special- 
ists involved  in  the  HUD  program,  such  as  economists,  housing  spe- 
cialists, as  well  as  program  administrators,  would  all  have  mirror 
images  in  both  agencies  creating  a  doubling  of  costs  to  the  Federal 
Government  to  administer  what  is  essentially  the  same  legislation. 

The  interest  we  have  seen  in  community  development — almost 
5,000  communities  have  submitted  preapplications  for  funding  m 
each  of  the  3  years  the  program  has  been  m  existence — would  require 
the  Department  of  Agriculture  to  create  a  field  structure  similar  to 
HUD's  to  process  these  applications  and  to  administer  the  program 
as  well  as  provide  the  assistance  these  small  communities  require. 

Over  the  years,  HUD  has  developed  a  solid  network  of  field  of- 
fices to  serve  smaller  cities.  During  1970  and  1971,  the  Department 
reorganized  and  39  field  offices  were  created,  each  with  full-funding 
authority,  to  administer  the  Department's  community  development 
and  housing  programs.  The  rationale  behind  this  decision  was  that 
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Federal  officials  could  make  better  decisions  when  located  in  closer 
proximity  to  the  clients  that  we  were  expected  to  serve. 

I  think  the  experience  over  the  past  7  or  8  years  has  borne  this 
oat.  Our  field  offices  have  developed  very  close  working  relationships 
with  the  communities  in  the  States  they  serve,  States  in  which  they 
not  only  live  but  also  work.  They  have  come  to  understand  the 
unique  and  individual  characteristics  of  each  of  the  States  and  com- 
munities under  their  jurisdiction  and  because  of  this  understanding, 
can  be  more  responsive  to  the  needs  of  our  clients,  the  small  cities 
and  towns. 

These  field  offices  meet  frequently  with  the  communities,  State 
officials,  and  with  organizations  such  as  State  municipal  leagues, 
and  other  groups  representing  both  large  and  small  cities. 

Mr.  Chairman,  the  Department  has  a  long  and  substantial  rela- 
tionship with  smaller  communities,  but  I  can  assure  you  this  service 
network  did  not  happen  overnight.  Our  field  staff  has  the  experience 
which  is  not  now  available  anywhere  else  in  the  Federal  Govern- 
ment, experience  which  would  take  years  to  duplicate  in  order  to 
make  the  program  effective  and  responsive  to  the  needs  of  small 
communities. 

We  feel  our  offices  are  well  organized  to  carry  out  community  ^de- 
velopment. They  have  experience,  they  have  lines  of  communica- 
tions, they  know  the  clients  and  they  have  the  whole  array  of  tools 
provided  by  the  Congress — housing,  community  development,  and 
planning  funds  with  which  to  address  small  cities'  needs — all  three 
of  which  are  needed  to  meet  these  needs. 

Finally,  Mr.  Chairman,  I  would  urge  and  restate  that  this  bill 
not  be  considered  or  passed  until  the  President's  reorganization  task 
force  has  completed  its  work  and  the  President  has  made  his  rec- 
ommendations to  Congress.  The  duplication  of  staff,  effort,  regula- 
tions, forms,  and  new  relationships  between  local  government  and 
the  Federal  Government  that  would  be  created  by  this  legislation 
alone  are  of  enough  concern  for  me  to  feel  very  strongly  that  this 
bill  is  inappropriate,  but  the  fact  that  the  President's  task  force  is 
looking  at  these  very  issues  would  seem  to  me  to  make  it  absolutely 
imperative  that  we  postpone  action  until  the  task  force  has  com- 
pleted its  work. 

In  the  meantime,  I  assure  you  that  the  Department  will  do  all  in 
its  power  to  convert  the  authorities  and  funds  provided  us  into  the 
most  attentive  and  responsive  assistance  possible  to  our  Nation's 
small  cities. 

Thank  you. 

Mr.  Nolan.  Thank  you  very  much. 
9  The  Chair  would  at  this  time  call  on  any  members  who  have  ques- 
tions you  would  like  to  ask  Mr.  Embry.  Mr.  Breckinridge? 

Mr.  Breckinridge.  Mr.  Embry,  my  apologies  for  being  late.  This 
is  one  of  those  days,  again.  I  am  sorry  I  was  not  here  for  your  open- 
ingremarks. 

What  do  you  see  as  a  conflict  between  the  discharge  of  your  duties 
and  the  responsibilities  lodged  in  the  Farmers  Home  Administra- 
tion with  reference  to  the  community  facilities  program,  if  any? 


Digitized  by 


Google 


256 

Mr.  Embry.  I  do  not  see  a  conflict.  I  am  not  aware  of  any  limita- 
tion on  the  areas  in  which  they  can  assist  community  facilities.  I 
don't  know  what  the  eligibility  is  for  those  programs  in  terms  of 
location.  We  can  assist  community  facilities  with  community  de- 
velopment funds  anywhere  in  the  United  States,  assuming  they 
apply  for  them. 

I  assume  that  there  are  some  communities  that  are  eligible  for 
both  the  Department  of  Agriculture  program  and  our  own  program. 
But  the  need,  I  am  sure,  is  much  greater  than  either  of  our  depart- 
ments can  meet. 

Mr.  Breckinridge.  I  am  not  trying  to  start  an  argument.  I  see 
Secretary  Mercure  sitting  behind  you.  He  has  1,750  offices  scattered 
around  the  States  in  place  of  your  39.  He  has  a  program  that  has 
long  been  in  existence,  and  the  only  problem  with  it,  as  far  as  I  am 
concerned,  is  the  lack  of  adequate  financing. 

I  am  just  trying  to  sense  where  this  function  should  ultimately 
repose. 

Mr.  Embry.  Do  you  mean  the  nature  of  the  field  offices? 

Mr.  Breckinridge.  Yes. 

Mr.  Embry.  Secretary  Mercure  is  much  better  able  to  comment  on 
the  adequacy  of  the  resources  provided  in  his  large  number  of  field 
offices.  It  is  my  impression  that  they  are  not  full-service  offices  in 
the  same  way  our  area  offices  are,  and  not  able  to  combine  the  full 
resources  of  community  development,  housing,  and  planning,  and  a 
single  office  that  a  community  can  go  to  for  the  full  array  of  assistance. 

Mr.  Breckinridge.  You  have  made  a  very  clear  point  that  you 
think  for  them  to  take  over  some  of  these  functions  would  be  dupli- 
cator^ and  wasteful  as  well  as  undesirable. 

Now,  you  are  saying  that  he  had  better  address  it.  I'm  trying  to 
understand  what  it  is  you  are  saying  to  us,  so  that  I  can  understand 
it. 

Mr.  Embry.  I  am  saying  that  the  staff  that  carries  out  our  com- 
munity development  program,  our  field  staff,  the  technicians  in  re- 
habilitation, the  technicians  in  environment,  the  technicians  in  citi- 
zen participation,  and  the  administrators  who  carry  out  our 
program,  serve  small  cities  below  20,000  and  cities  above  20,000,  all 
the  discretionary  communities.  If  another  community  development 
grant  program  were  set  up  in  Agriculture,  or  anywhere  else,  it 
would  have  to  be  duplicated,  and  to  the  extent  that  that  is  dupli- 
cated, it  would  take  away  from  our  people  who  are  already  pro- 
viding assistance  to  cities  above  20,000,  and  add  a  group  of  people 
who  would  just  be  doing  the  same  thing  for  cities  below  20,000. 

Mr.  Breckinridge.  Well  then,  I  take  it  that  you  feel  that  you  are 
adequately  staffed  to  discharge  the  duties  that  are  contemplated  by 
this  legislation.  Is  that  a  fair  statement  or  would  we  find  ourselves 
fighting  another  budget  hump  with  you  looking  for  more  personnel 
to  enlarge  your  staff  to  handle  the  enlarged  responsibility? 

Mr.  Embry.  We  are  not  enlarging  our  responsibility. 

Mr.  Breckinridge.  If  we  enlarge  the  program,  Mr.  Embry,  and 
impose  more  duties  upon  you  with  reference  to  cities  of  20,000  or 
less,  we  are  £oing  to  enlarge  your  program  significantly.  That  is 
how  this  bill  is  directed. 
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Can  you  accommodate  what  is  contemplated  here  within  your 
present  staff,  or  would  you  not  also  have  to  enlarge  and  expand  that 
staff  as  would  the  FmHA  if  they  would,  indeed,  Tiave  to? 

Mr.  Embry.  I  think  I  am  at  fault  in  probably  misunderstanding 
the  legislation.  I  didn't  think  the  legislation  was  enlarging  the  ac- 
tivities that  HUD  would  be  undertaking.  I  thought  it  was  taking 
awtnr  from  HUD  things 

Mr.  Breckinridge.  That's  right.  Now  I  understand  you  think  it 
should  be  with  HUD.  My  auestion  goes  to  what  happens  if  we  put 
the  responsibility  with  HUE).  Does  it  not  enlarge  your  responsibil- 
ity thereby,  if  we  take  it  out  of  here,  if  I  understand  your  testimony, 
and  put  it  over  there  with  you? 

Mr.  Embry.  No.  It  is  already  with  HUD. 

Mr.  Breckinridge.  You  are  already  doing  everything  this  bill 
calls  for? 

Mr.  Embry.  Yes. 

Mr.  Breckinridge.  Financially  and  otherwise,  you  have  every- 
thing you  need  to  do  what  is  contemplated  with  the  additional  fund- 
ing that  is  intended  ?  What  you  are  saying  is  that  we  don't  need  this 
bill  as  it  relates  to  this  program? 

Mr.  Embry.  No.  What  I  am  saying  is  this.  That  to  the  extent  that 
there  are  powers  set  forth  in  the  bill,  those  powers  to  carry  out  the 
program  now  exist  in  HUD 

Mr.  Breckinridge.  I  understand  about  the  powers.  I  understand 
that  completely.  According  to  you  they  are  not  exercised  by  you, 
although  I  hear  what  you  are  saying,  but  I  hear  that  you  don't  do 
much  about  it.  However,  I  hear  you  saying  that  you  are,  but  my 
question  remains  the  same. 

Will  you  accommodate  what  is  contemplated  in  the  programs  of 
this  legislation  with  the  staff  you  presently  have,  and  the  budget 
you  presently  have? 

Mr.  Embry.  To  the  extent  that  money  appropriated  is  the  same, 

£es.  If  more  money  is  appropriated  for  this  program,  there  would 
e  more  cities  to  administer,  then  I  would  say  that  we  could  do  it 
with  fewer  people  and  fewer  additional  people  than  would  be  pos- 
sible in  any  other  department  in  the  Federal  Government. 

Mr.  Breckinridge.  Mr.  Chairman,  I  would  like  to  keep  the  record 
open  at  this  point,  and  I  would  like  to  know  specifically  what  staff 
we  are  talking  about,  located  where,  with  what  job  descriptions  and 
what  additions  you  think  would  be  necessary  to  enlarge  that  function. 
Mr.  Nolan.  Without  objection,  the  record  will  be  held  open  for 
the  purpose  of  inserting  the  additional  information  requested. 
[The  material  submitted  follows :] 

If  an  additional  $400  million  were  added  to  the  Community  Development 
Block  Grant  Program  for  discretionary  grants  to  communities  of  less  than 
20,000,  approximately  42  additional  staff  years  would  be  needed  to  review 
and  approve  the  applications  and  to  monitor  and  assist  the  approved  grants. 
This  staff  would  all  be  located  in  the  HUD  field  offices.  It  would  not  require 
the  addition  of  any  new  functions  to  our  already  existing  staff,  but  would 
require  the  use  of  the  many  technical  specialists  and  program  administrators 
we  have  available  in  the  field  offices  now.  Those  functions  include  rehabilita- 
tion specialists,  financial  management  specialists,  real  estate  specialists,  re- 
location advisors,  engineers  and  citizen  participation  advisors.  The  bulk  of  the 
work,  however,  would  be  performed  by  what  we  call  "Community  Development 
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Representatives,"  who  are  the  generalists  most  familiar  with  our  program 
requirements  and  who  are  the  principal  contact  with  local  governments.  The 
type  of  activities  performed  by  these  representatives  include :  policy  dissemina- 
tion of  program  information  to  prospective  applicants ;  receipt,  review,  process- 
ing, and  approval  of  applications;  monitoring  and  evaluating  program  activi- 
ties and  recipient  performance  through  site  visits  to  the  community  and  in- 
house  review  of  materials;  and  providing  training,  information,  and  technical 
assistance  to  our  grant  recipients  and  potential  clients. 

Mr.  Breckinridge.  I  am  not  arguing  with  you.  I  don't  believe  this 
subcommittee  has  a  vested  interest  in  any  agency.  It  has  a  vested 
interest  in  programs.  The  agency  that  it  is  most  familiar  with,  of 
course,  and  works  with  is  the  Department  of  Agriculture  which, 
over  the  years,  has  historically  and  traditionally  aischarged  duties 
in  the  program  related  areas.  HUD  has  not  been  well-known,  I 
think,  for  taking  the  leadership  in  the  area  we  have  under  discus- 
sion here.  So  I  would  welcome  any  extension  of  your  remarks  for 
the  record  you  think  appropriate. 

Thank  you,  Mr.  Chairman. 

Mr.  Nolan.  Thank  you,  Mr.  Breckinridge.  Mr.  Grassley. 

Mr.  Grassley.  Thank  you  very  much,  Mr.  Chairman. 

For  the  record,  Mr.  Embry,  1  am  asking  these  questions,  but  I 
don't  expect  you  to  have  the  answers  now  and,  in  fact,  I  guess  I 
would  prefer  to  have  them  in  writing. 

I  have  three  questions.  How  much  staff  time  is  devoted  to  admin- 
istering a  block  grant  program  for  smaller  communities  of  under 
20,000  in  population  in  rural  areas? 

The  second,  what  is  HUD's  administrative  expense,  including 
salaries,  to  administer  the  programs  in  the  communities? 

Third,  how  much  is  spent  for  the  community  development  block 
grant  program  for  the  communities  covered  by  the  bill  which  I  in- 
troduced, H.R.  9983? 

Mr.  Embry.  We  will  provide  that  for  the  record. 

Mr.  Nolan.  The  record  will  be  left  open  at  this  point  for  the 
purpose  of  inserting  the  additional  information  requested. 

[The  material  submitted  follows :] 

It  is  estimated  that  in  fiscal  year  1978,  approximately  247  staff  years  will  be 
devoted  to  administering  the  block  grant  funding  and  monitoring  of  approved 
grants  for  communities  under  20,000  in  population  located  in  nonmetropolitan 
areas.  The  dollar  cost  of  these  staff  years  are  estimated  to  be  about  $7.3 
million.  During  the  first  3  years  of  the  block  grant  program,  communities 
under  20,000  in  population  in  nonmetropolitan  areas  received  over  $600  million 
in  grants.  This  represents  about  75  percent  of  the  total  discretionary  funding 
for  nonmetropolitan  communities. 

Mr.  Grassley.  For  the  record,  Mr.  Chairman,  I  would  like  to 
submit  an  article  entitled  "Metropollyanna  Rides  Again"  that  was 
published  in  Rural  America.  It  tells  about  some  of  the  problems  of 
HUD  administering  programs  in  rural  America. 

Mr.  Nolan.  Without  objection,  it  will  be  entered  into  the  record 
at  this  point. 

[The  article  referred  to  above  follows:] 

[The  RHA  Reporter,  April  1978,  published  by  Rural  America] 

Metropollyanna  Rides  Again 

The  Department  of  Housing,  and  Urban  Development  has  demonstrated 
again  its  built-in  bias  against  small  towns.  The  March  1st  Federal  Register 
carried  the  final  version  of  regulations  for  various  aspects  of  the  Community 
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Development  Block  Grant  (CDBG)  program.  Included  were  those  for  the 
Small  Cities  program,  which  will  be  the  only  program  available  to  nonmetro- 
politan  areas  after  next  year.  Among  the  changes  being  made  in  the  way  the 
program  is  administered  (some  good,  some  bad),  perhaps  the  worst  is  a 
change  in  the  rating  system  to  be  used  to  select  from  among  competing 
applications  for  assistance.  Where  HUD  used  to  consider  both  the  absolute 
amount  and  the  rate  or  severity  of  poverty  and  of  bad  housing,  giving  equal 
weight  to  the  amount  and  to  the  severity,  it  now  proposes  to  give  twice  as 
much  weight  to  the  amount  as  to  the  relative  extent  of  both  poverty  and  bad 
housing.  As  Rural  America  pointed  out  to  HUD  when  the  change  was  first 
proposed,  this  is  bad  news  for  smaller  towns,  which  already  have  less  chance 
of  getting  funded  than  do  the  larger  towns. 

HUD  not  only  ignored  "Rural  America's"  comment  on  this  point,  but  adds 
insult  to  injury  by  claiming — in  the  introductory  material  in  the  Register — 
that  the  old  system  was  unbalanced  in  favor  of  the  smaller  towns !  How  does 
it  arrive  at  this  conclusion?  By  ignoring  the  half  of  CDBG  funding  for  non- 
metro  areas  represented  by  the  "Hold  Harmless"  grants  that  have  gone  over- 
whelmingly to  the  bigger  towns.  Since  this  source  of  funding  has  made  it 
unnecessary  for  most  larger  nonmetro  towns  to  compete  for  the  so-called  dis- 
cretionary money,  HUD's  claim  that  discretionary  funds  have  gone  to  smaller 
towns  in  amounts  larger  than  their  share  of  the  population  is  technically 
accurate  but  less  than  honest.  HUD  counts  the  population  in  those  Hold 
Harmless  communities  (in  computing  how  many  people  are  in  the  larger 
towns  and  how  many  in  the  smaller),  then  turns  around  and  ignores  the 
funding  going  to  those  towns. 

It  must  be  remembered  that  this  Hold  Harmless  aspect  of  the  program  is 
now  phasing  out.  When  it  is  gone,  the  formerly  Hold  Harmless  towns  will  be 
competing  with  the  smaller  towns  for  the  discretionary  money.  Given  this  big 
change  it  is  impossible  to  say  what  the  future  pattern  will  be,  but  an  honest 
look  at  past  patterns  indicates  that  the  bigger  towns  already  have  a  built-in 
advantage  without  the  HUD  decision  to  give  them  more  of  one.  Rural  America 
spent  a  year  collecting  complete  participation  data  on  the  first  two  years  of 
CDBG  in  nonmetro  areas — data  that  HUD's  central  office  had  never  collected. 
We  then  analyzed  it  in  terms  of  many  characteristics,  including  size  of  place. 
The  picture  that  emerged  (and  was  conveyed  to  HUD)  was  exactly  the  re- 
verse of  that  suggested  by  their  misleading  rhetoric. 

Some  63  percent  of  the  nonmetro  population  and  54  percent  of  the  poverty 
population  reside  within  the  jurisdictions  of  nonmetro  municipal  governments 
eligible  for  CDBG  funding.  About  60  percent  of  that  municipal  population  is 
accounted  for  by  towns  of  less  than  10,000  people,  and  the  other  40  percent 
by  towns  that  are  larger  in  size.  Nonmetro  Hold  Harmless  funding  amounted 
to  over  $265  million  annually  in  the  first  years  of  CDBG.  Seventy-seven  per- 
cent of  that  Hold  Harmless  funding  went  to  towns  of  10,000  or  more  people, 
and  only  23  percent  of  it  to  smaller  towns.  In  all,  those  larger  communities 
represented  about  6.6  million  people.  Another  15.6  million  people  live  in  non- 
metro towns  that  didn't  have  Hold  Harmless  funding  but  applied  for  discre- 
tionary money. 

Here  again  the  larger  towns  prevailed.  The  larger  a  town  was,  the  more 
likely  it  was  to  try  for  CDEG  discretionary  funds  in  the  first  place.  Moreover, 
the  larger  a  town  was,  the  more  likely  it  was  to  be  approved  by  HUD  for 
funding  (contrary  to  HUD's  claim  that  the  selection  system  in  the  past 
favored  the  smaller  towns).  Only  23  percent  of  applicant  towns  of  less  than 
10,000  received  discretionary  funding,  compared  with  59  percent  of  applicant 
towns  of  10,000  or  more  people. 

Thus  if  one  looks  at  the  whole  picture— and  not  just  those  parts  of  it  that 
support  your  prejudices— it  turns  out  that  nonmetro  towns  of  less  than  10,00^ 
represent  60  percent  of  the  non-metro  municipal  population  but  have  been 
getting  only  41  percent  of  the  CDBG  funding  going  to  nonmetro  towns.  The 
old  system  has  been  unbalanced,  alright,  but  not  the  way  HUD  says. 

Mr.  Grassley.  For  the  benefit  of  the  subcommittee,  and  not  neces- 
sarily to  invite  comment  from  Mr.  Embry,  but  if  he  would  want  to, 
I  would  welcome  it,  a  list  of  recent  actions  that  I  think  justify 
H.R.  9983. 

First  of  all,  HTJD,  last  year,  proposed  regulations  to  prevent 
smaller  communities  of  under  2,500  from  receiving  comprehensive 
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block  grant  funds,  and  only  a  lawsuit  filed  by' the  Association  of 
Small  Communities,  convinced  the  agency  to  drop  that  claim. 

Second,  HUD  actively  opposed  that  amendment  that  I  offered 
last  year  to  the  Community  Development  Act,  which  reserved  $100 
million  of  the  grant  program,  that  is,  the  UDA  program,  let  me  call 
it,  for  communities  of  under  50,000. 

Third,  HUD's  regulations  for  this  action  grant  program  effectively 
excluded  communities  of  under  2,500  from  applying. 

Fourth,  the  criteria  laid  out  to  establish  eligibility  for  action 
grants  are  stricter  for  small  cities  than  for  large  cities. 

Fifth,  HUD's  requirement  as  regards  the  Housing  Assistance  Plan, 
are  simply  too  burdensome  for  many  small  communities  to  comply 
with.  Neither  HUD  nor  the  Housing  and  Community  Development 
Subcommittee  of  the  Banking  Committee,  which  I  am  a  member 
of,  has  shown  any  sensitivity  toward  relieving  this  problem. 

Sixth,  about  2  or  2y2  years  ago,  the  General  Accounting  Office  re- 
port indicates  that  if  block  grant  funds  were  distributed  according 
to  the  criteria  set  out  in  the  community  development  law  without 
regard  to  the  20  percent  set-aside  established  for  communities  of 
under  50,000  in  non-standard  metropolitan  statistical  areas,  these 
communities  would  receive  instead  of  that  20  percent,  they  would 
be  receiving  34  percent. 

Then  I  would  also  suggest  that  every  rural  group  that  I  have  run 
across,  even  those  who  have  some  question  about  H.R.  9983,  favor 
giving  this  program  to  Farmers  Home  Administration. 

I  would  like  to  make  specific  comments  on  parts  of  Mr.  Embry's 
testimony. 

Mr.  Embry.  Mr.  Chairman,  may  I  comment  on  that? 

Mr.  Grassley.  I'm  sorry.  Yes,  go  right  ahead. 

Mr.  Embry.  I  don't  want  you  to  assume  my  silence  was  not  want- 
ing to  comment  on  all  of  those. 

There  is  some  misunderstanding. 

On  the  first,  the  point  made  was  that  our  draft  regulations  had 
excluded  cities  under  2,500  in  population  and  that  we  only  changed 
that  as  a  result  of  a  threatened  law  suit.  I  think  the  council  for  the 
National  Association  for  Small  Cities  might  like  to  create  that  im- 
pression. In  fact,  however,  those  regulations  had  been  changed 
within  the  Department  and  were  ready  for  issuance  before  the  law 
suit  was  ever  filed.  They  were  changed  because  we  received  many 
comments  from  communities,  that,  as  I  indicated  in  my  testimony, 
indicated  that  the  prohibition  was  not  reasonable. 

Second,  on  the  set-aside  that  was  recommended  by  you  in  legis- 
lation which  passed,  to  the  action  grant  program,  I  do  not  know 
whether  the  Department  opposed  it  or  not,  but  I  will  take  your 
word  for  it  that  they  did.  It  was  on  the  floor  and  I  wasn't  aware  of 
it. 

But  we  have  opposed  set-asides  in  all  of  our  programs.  If  there 
were  set-asides  for  big  city  programs,  we  would  have  opposed  it 
equally.  I  do  not  think  it  should  be  fairly  viewed  as  hostility  toward 
small  cities. 

The  point  that  cities  below  2,500  are  excluded  from  action  grants — 
they  are  not  excluded  from  action  grants.  Upon  application  to  us 
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they  are  eligible  to  apply  for  action  grants,  and  we  have  received  no 
indication  from  any  community  below  2,500,  as  of  this  date,  that 
they  are  interested  in  participating.  If  there  is  one  that  feels  ex- 
cluded from  the  program,  we  would  oe  very  anxious  to  know  about  it. 

The  housing  assistance  plan,  of  course,  as  you  indicated,  is  some- 
thing that  is  a  congressional  decision,  not  a  HUD  decision. 

As  far  as  it  being  too  burdensome,  we  have  substantially  reduced 
the  burden  on  small  cities  as  compared  to  large  cities  in  our  regula- 
tions in  terms  of  the  forms  that  have  to  be  filled  out.  I  would  like  to 
send  that  to  you  to  have  you,  if  you  have  the  time,  or  your  staff,  to 
review  it  ana  see  if  (a)  you  don't  think  that  is  a  substantial  reduc- 
tion in  paper  work;  and  (b)  whether  you  have  any  suggestions  as 
to  how  it  might  be  further  simplified. 

The  GAO  study,  that  is,  the  statistics  about  how  much  need  is  in 
metropolitan  areas  and  how  much  is  outside  metropolitan  areas,  is  a 
very  complicated  thing.  We  are  an  urban  development  agency,  and 
Agriculture  is  a  rural  development  agency.  We  do  not  in  any  way 
contest  that. 

The  question  is,  what  is  the  boundary  line  between  rural  and 
urban? 

If  you  looked  at  cities  below  20,000  down  to  2,500  or  urban  places 
up  to  20,000,  you  find  they  represent  about  13  percent  of  the  Nation's 
population. 

If  you  can  include  the  population  outside  of  metropolitan  areas 
that  are  not  within  urban  places,  then  you  arrive  at  the  GAO  figures 
that  you  were  referring  to. 

Where  the  line  should  be  drawn  between  agricultural  and  rural 
programs  and  urban  programs  is  not  defined  in  any  legislation,  yet 
this  legislation  will  do  that.  Our  point  is  that  cities  below  20,000  are 
more  urban  than  they  are  rural.  You  have  talked  to,  I  gather  from 
your  comments,  groups  that  say  that  they  would  prefer  to  deal  with 
Agriculture  than  HUD.  We  talked  to  city  groups,  that  is,  groups 
outside  urban  areas  in  cities  of  above  2,500  in  population.  Those 
cities  have  indicated  to  us  overwhelmingly  that  they  see  themselves 
as  cities  and  not  as  rural  areas  and  they  have  a  preference  in  dealing 
with  HUD. 

This  is  anecdotal  and  not  systematic. 

We  do  have  this  part  of  our  study  that  we  are  conducting  as  a 
result  of  Congress'  direction,  a  survey  of  small  cities,  to  find  out 
exactly  what  their  preferences  are,  and  what  problems  they  have, 
and  whether  or  not  they  are  not  being  adequately  served.  We  will 
make  that  information  available  to  you  and  may  prove  that  our  per- 
ception is  incorrect. 

Mr.  Grassley.  Thank  you.  I  appreciate  that.  I  suppose  this  sort 
of  dialogue,  hopefully,  will  bring  us  together.  But  I  question  whether 
or  not  it  will.  But  that  is  what  the  legislation  is  all  about. 

I  have  one  other  question  comment  on  another  aspect  of  your  pre- 
pared statement. 

At  the  bottom  of  page  4,  you  speak  about  "does  not  contain  strong 
emphasis  on  assisted  activities  benefiting  low-  and  moderate-income 
people."  At  least  I  feel  that  we  specifically  address  the  incomes  of 
low-income  people  on  page  9  of  our  bill.  We  provide  first  of  all, 


Digitized  by 


Google 


262 

specifically  for  comprehensive  funding  to  communities  which  in  turn 
address  low-income  housing  needs. 

Second,  on  page  7  of  our  bill,  we  place  emphasis  on  including  the 
views  of  low-income  citizens  in  preparation  01  the  application. 

Third,  on  page  8  of  our  bill,  we  provide,  as  a  priority  for  funding 
activities,  benefits  for  low-  and  moderate-income  families. 

I  would  almost  read  an  implied  manner,  or  by  implication  in  your 
prepared  testimony,  that  you  feel  that  Farmers  Home  is  not  con- 
cerned about  low-income  people. 

Mr.  Embry.  I  hope  I  did  not  convey  that.  I  was  talking  about  the 
legislation,  not  about  Farmers  Home. 

The  legislation  does  not  contain,  as  an  overall  requirement  for  all 
funding  under  it,  that  it  principally  benefit  low-  and  moderate- 
income  people.  There  is  language,  as  you  indicated,  and  you  are 
much  more  aware  of  it  than  I,  which  gives  priorities  and  makes 
reference  to  them,  but  it  does  permit  funding  of  programs  to  cities, 
as  I  read  the  legislation,  that  do  not  principally  benefit  low-  and 
moderate-income  persons. 

Mr.  Grassley.  Then,  getting  back  to  the  General  Accounting  Of- 
fice report,  I  have  one  other  point  on  that  I  would  like  to  bring  up. 
The  bill — maybe  my  cosponsors  would  not  entirely  agree,  but  we  are 
not  concerned  to  get  at  the  problem  of  funding,  because  everybody 
would  like  to  have  more  funds. 

I  think  we  are  really  addressing  here  the  problem  of  administra- 
tion and  the  fact  that  small  and  rural  communities  seem  to  con- 
stantly fight  with  Congress,  or  with  the  bureaucracy  to  get  pro- 
grams for  themselves.  It  seems  like  so  often  they  have  to  live  with 
programs  that  are  written  specifically  for  big  cities. 

I  would  like  to  emphasize  now  for  a  third  time,  that  it  is  as  much 
an  administration  of  it  as  it  is  the  consideration  that  small  commu- 
nities might  get  in  dealing  with  the  Federal  Government  as  it  is 
the  funds  involved. 

Mr.  Embry.  On  that  point,  Congressman,  I  could  not  agree  with 
you  more.  There  are  a  substantial  number  of  changes  that  we  have 
made  on  the  housing  assistance  plan,  as  I  indicated.  We  have  also 
made  changes  in  citizen  participation  requirements.  We  also  now 
permit  payment  for  planning  costs,  for  instance,  for  ACTION 
grant  applicants.  We  are  also  recognizing  for  the  first  time,  as  eligi- 
ble costs  for  small  cities,  those  costs  incurred  in  developing  full 
applications  carrying  out  citizen  participation  and  conducting  en- 
vironmental assessments. 

We  only  permit  ACTION  grant  applicants  of  cities  below  50,000 
to  include  their  application  and  planning  costs  in  their  ACTION 
grant  request,  whereas  we  don't  permit  that  for  cities  over  50,000. 

There  are  other  items,  which  I  would  be  glad  to  send  you,  that 
show  that  we  do  have  lesser  paperwork  requirements  for  cities  below 
50,000. 

I  am  not  aware  of  what  additional  changes  there  are  in  HUIJ^  or 
Agriculture  that  are  suggested.  Whether  or  not  this  legislation 
passes,  as  long  as  the  program  is  in  HUD,  I  would  welcome  those 
suggestions  as  to  how  we  could  make  the  burdens  less  onerous  on 
these  small  cities. 
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Mr.  Grassley.  I  would  like  to  emphasize  the  housing  needs  and 
the  housing  assistance  plans.  There  is  a  fact  that  we  do  give  prior- 
ity to  these  communities  that  are  trying  to  address  housing  needs 
for  low-income  people  without  putting  them  into  the  strait  jacket,  I 
guess  you  might  say,  of  trying  to  come  up  with  a  formal  housing 
assistance  plan. 

Mr.  Embry.  Well,  that  is  a  congressional  requirement  of  us.  We 
tried  to  make  it  as  gentle  as  possible  for  small  communities,  but  it 
is  something  that  Congress  directs  us  to  do. 

Mr.  Grassley.  I  believe  that  is  all  I  have,  Mr.  Chairman. 

Mr.  Nolan  Thank  you,  Mr.  Grassley. 

Mr.  Embry,  how  do  you  factor  in  into  the  income  needs  of  a  com- 
munity, the  situation  where  a  rural  community's  economy  would  be 
depressed,  perhaps  because  of  a  severe  drought,  or  because  of  de- 
pressed farm  prices?  The  typical  rural  community  has  an  x  number 
of  farms,  and  an  x  number  of  businesses.  They  are  generally  small, 
and  they  are  family-oriented.  Even  though  an  area  could  be  suffer- 
ing severe  economic  depression,  it  would  not  be  reflected,  I  know, 
in  the  unemployment  rate  or  anything  like  it. 

How  do  you  attempt  to  factor  that  in  to  your  formulas? 

Mr.  Embry.  One  oi  the  reasons  we  do  not  use  unemployment  data 
for  these  small  cities  is  because  so  much  of  the  employment  is  in 
family-owned  businesses  and  isn't  shown  in  employment  data. 

We  have  no  way  to  react,  as  far  as  I  know,  to  a  drought  in  1 
year.  Now,  we  do  have  in  our  discretionary  program,  the  ability 
within  States  to  react  to  emergencies  that  apnear  within  that  State 
that  affect  public  health  or  safety.  The  Area  Office  Director  can  and 
has  responded  to  communities  in  emergency  situations.  The  Area 
Office  Director  has  the  ability  to  waive  the  competitive  nature  of  our 
discretionary  funds  within  those  States  in  such  situations  and  go 
directly  ana  immediately,  not  waiting  for  the  annual  competition, 
and  assist  that  community.  So  we  rely  on  the  onsite  advice  of  our 
Area  Office  Directors  to  respond  to  that. 

Mr.  Nolan.  As  far  as  your  annual  competition,  at  this  point  you 
have  no  way  of  factoring  in  those  situations,  is  that  right? 

Mr.  Embry.  Not  something  that  is  just  of  a  1-year  nature.  Our 

Programs  are  not  income  assistance  programs.  They  are  long-term 
evelopment  programs. 

Mr.  Nolan.  How  about  an  area  where  they  had  2  or  3  years  of 
depressed  prices  or  depressed  income  because  of  drought? 

Mr.  Embry.  That  would  represent  a  basic  community  development 
need  of  some  sort,  say  economic  development  for  which  a  community 
could  apply  for  assistance. 

Mr.  Nolan.  They  do  have  that  option  in  asking  for  a  waiver 
based  on  those  conditions? 

Mr.  Embry.  The  waiver  can  only  be  made  when  there  is  a  situa- 
tion that  presents  an  imminent  threat  to  the  public  health  and 
safety.  When  you  get  into  a  competition,  the  problem  with  reflecting 
the  situation  of  a  short  duration  is  that  communities  argue  as  to 
whether  the  conditions  exist  or  do  not  exist.  We  need  some  objective 
data  that  we  can  defend  as  to  why  we  are  giving  money  to  one  com- 
munity and  not  to  another. 
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One  community  says,  "We  have  had  a  drought,"  and  the  other 
says,  "We  had  our  drought,  which  was  more  serious,"  and  some 
other  community  had  some  other  allegation  of  what  is  happening  in 
the  community.  So,  within  the  competition  we  have  to  rely  on  ob- 
jective data. 

That  is  why  we  provide  the  discretion  to  waive  the  competition 
only  for  emergency  situations. 

Mr.  Nolan.  The  study  that  you  are  undertaking — will  that  try  to 
examine  and  find  new  ways  of  measuring  the  economic  well-being 
of  rural  communities? 

Mr.  Embry.  Yes;  that  is  one  or  the  prime  thrusts  of  it.  Congress- 
man Grassley  and  others  have  said  to  us,  and  we  agree,  that  the  data 
that  is  available,  and  it  is  not  unique  to  HUD,  it  is  throughout  the 
Federal  Government,  for  smaller  communities  is  not  the  same  as  is 
available  for  larger  communities.  We  really  don't  have  the  informa- 
tion we  need  for  these  small  communities.  This  is  part  of  the  study, 
yes. 

Mr.  Nolan.  I  believe  in  your  prepared  statement  you  said  that  the 
congressional  mandate  for  completion  of  that  study  is  October  12, 
is  that  right? 

Mr.  Embry.  That  is  right. 

Mr.  Nolan.  You  anticipate  having  that  study  completed  by  that 
time? 

Mr.  Embry.  We  anticipate  having  a  study  completed  by  that  time 
and  that  is  a  large  charge  in  terms  of  a  total  policy  for  the  Federal 
Government  toward  small  cities.  We  will  have  recommendations  and 
findings  that  will  help  develop  policy.  We  think  it  will  be  a  very 
significant  step  ahead  from  where  we  are  now.  I'm  sure  that  without 
knowing  what  it  is  going  to  be  at  that  time,  there  is  going  to  be 
more  that  needs  to  be  done,  as  there  is  on  the  urban  policy,  or  the 
rural  policy,  or  any  other  Federal  policy.  But  yes,  we  will  meet  that 
deadline. 

Mr.  Nolan.  Do  you  anticipate  having  any  preliminary  reports 
available  for  inspection  by  this  committee  or  other  Members  of  Con- 
gress before  that  time? 

Mr.  Embry.  Yes.  As  a  matter  of  fact,  right  now  we  have  the  work 
agenda  and  the  questions  that  are  being  asked  and  the  schedule  for 
answering  them  and  the  surveys  that  we  are  going  to  be  taken.  This 
is  available  for  the  members  of  this  committee,  which  we  will  bo 
sending  to  you  to  ask  if  you  have  any  suggestions  as  to  how  that 
effort  might  be  more  sensitive  than  we  have  suggested. 

Mr.  Nolan.  Thank  you  very  much.  That  will  be  very  helpful. 

Let  me  ask  Mr.  Mercure  this  question. 

One  question  I  did  not  get  to  ask  Mr.  Mercure  and  which  I  would 
like  to  is  this. 

Who  is  participating  in  the  reorganization  task  force,  that  is,  who 
is  responsible  there  for  the  reorganization  efforts  involving  your 
agency? 

Second,  what  kind  of  a  time  frame  are  we  looking  at  for  seeing 
those  recommendations  presented  to  the  Congress?  ^ 

Mr.  Embry.  You  mean  the  reorganization  not  within  the  agency, 
but  among  agencies? 

Mr.  Nolan.  Yes. 
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Mr.  Embry.  As  far  as  I  know,  there  is  not  a  task  force,  although 
Mr.  Mercure  knows  more  about  it  than  I  do,  but  I  gather  it  is  an 
office  within  OMB  that  is  headed  by  one  of  the  assistant  directors 
which  is  preparing  the  recommendations  for  the  President.  I  do 
not  think  there  is  a  task  force. 

Mr.  Nolan.  Do  you  have  people  coming  down  to  your  agency  and 
asking  questions? 

Mr.  Embry.  Yes. 

Mr.  Nolan.  These  are  OMB  employees? 

Mr.  Embry.  That  is  correct. 

Mr.  Nolan.  To  what  extent  is  the  private  sector  involved,  on  a 
temporary  or  part-time  basis,  evaluating  your  agency's  functions? 

Mr.  Embry.  Employees  of  OMB? 

Mr.  Nolan.  I  know  there  are  a  lot  of  executives  from  various 
businesses  and  corporations  who  have  been  called  in  on  a  voluntary 
or  paid  temporary  assignments  to  assist  in  this  effort.  Have  you 
worked  with  many  of  those  individuals? 

Mr.  Embry.  I  have  not.  With  OMB,  however,  the  two  people  who 
are  working  with  us  from  OMB,  I  believe,  one  is  from  a  consulting 
firm,  a  non-profit  firm,  and  the  other  is  from  an  academic  back- 
ground. OMB  does  plan,  as  I  understand  it,  and  they  would  be  best 
equipped,  obviously,  to  comment  in  detail.  They  do  plan  when  they 
have  recommendations  for  organizations,  and  mayors,  and  citizen 
reorganization  to  issue  them  for  comment  and  to  go  to  business 
groups,  whoever  it  might  be,  and  get  their  comments  on  the  alter- 
natives. 

Also,  in  arriving  at  their  recommendations,  they  went  nationally 
to  interview  people  throughout  the  country,  from  different  walks  of 
life  to  get  their  views  on  how  these  Government  agencies  were  func- 
tioning before  they  started  work. 

Mr.  If olan.  What  date  are  you  looking  at  for  receiving  their  final 
recommendations  ? 

Mr.  Embry.  I  am  not  aware  of  any  date  that  they  have  set.  I  would 
expect  that  it  would  be  this  year,  this  calendar  year,  but  I  don't 
know  that  any  firm  date  has  been  set,  at  least  not  that  I  am  aware  of. 

Mr.  Nolan.  Mr.  Mercure,  have  you  heard  of  any  dates  that  are  an- 
ticipated for  completion  or  submission  of  the  President's  executive 
reorganization  plan? 

Mr.  Mercure.  I  have  the  same  kind  of  information.  We  expect 
that  by  the  beginning  of  the  next  calendar  year,  there  will  be  those 
recommendations. 

Mr.  Nolan.  Are  there  anv  other  questions? 

Mr.  Grassley.  I  would  like  to  ask  one  more  question. 

Mr.  Nolan.  Mr.  Grassley. 

Mr.  Grassley.  I  had  this  on  my  mind  about  the  time  Mr.  Breckin- 
ridge was  making  a  comment. 

With  regard  to  whether  or  not  your  Department  makes  a  pretense 
of  being  geared  up  with  enough  personnel  to  be  able  to  help  local 
communities  actually  make  grants,  or  make  applications  for  grants 
under  the  programs  you  administer — quite  frankly,  I  don't  know 
to  what  extent,  but  at  least  I  have  a  feeling,  quite  frankly,  that  the 
Farmers  Home  Administration  with  people  spread  throughout  the 
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rural  areas  to  a  much  greater  extent  than  HUD  is,  would  have  those 
people  available  and  be  able  to  help  actually  make  the  applications 
This  is  one  of  the  initial  reasons  small  communities  probably  are  in 
not  there  fighting  as  much,  because  they  are  not  staffed  up  on  a  con- 
tinuing basis  with  people  with  the  expertise  to  present  all  the  in- 
formation, even  for  filling  out  the  form. 

Mr.  Embry.  Yes,  we  do  provide  assistance.  I  don't  make  the  pre- 
tense that  it  is  totally  efficient.  I  don't  know  how  it  compares  with 
what  Agriculture  does.  We  are  jointly  funding  with  the  Department 
of  Agriculture  an  experiment  in  four  States  to  help  the  States  pro- 
vide funds  for  the  States  to  work  with  small  communities  in  pre- 
paring applications,  for  not  only  our  own  programs,  but  other  Fed- 
eral programs.  I  assume  that  was  done  with  Agriculture  because  both 
of  us  felt  there  was  inadequate  assistance  to  these  communities.  We 
have  reports  coming  in  to  indicate  whether  that  is  a  useful  way  to 
go  about  it  and  whether  or  not  we  should  enlarge  that  program. 

I  will  be  happy  to  submit  the  preliminary  reports  when  they  come 
in  to  you. 

Mr.  Grassley.  I  would  appreciate  that. 

Mr.  Nolan.  Without  objection,  the  record  will  be  held  open  at 
this  point  for  the  purpose  of  inserting  the  material  referred  to  upon 
receipt. 

[The  report  referred  to  above  is  held  in  the  files.] 

Mr.  Nolan.  If  there  are  no  other  questions,  Mr.  Embry,  we  thank 
you  very  much  for  your  testimony.  This  will  be  helpful  to  the  sub- 
committee in  its  deliberations  on  this  legislation. 

Our  next  witness  is  Mr.  Robert  Hall,  Assistant  Secretary  for 
Economic  Development,  Economic  Development  Administration, 
Department  of  Commerce. 

STATEMENT  OF  ROBERT  T.  HALL,  ASSISTANT  SECRETARY  FOB 
ECONOMIC  DEVELOPMENT,  ECONOMIC  DEVELOPMENT  ADMINIS- 
TRATION, DEPARTMENT  OF  COMMERCE 

Mr.  Hall.  Thank  you  for  the  opportunity  to  testify  on  the  rural 
development  programs  of  the  economic  development  administration 
of  the  Department  of  Commerce  and  to  comment  on  the  merits  of 
H.R.  10885  and  H.R.  9983. 

EDA  has  as  its  mission  the  task  of  enhancing  the  national  econ- 
omy by  assisting  communities  and  areas  experiencing  economic  dis- 
tress. We  have  spearheaded  economic  development  in  rural  areas 
since  1961. 

Areas  eligible  for  EDA  assistance  include  counties,  cities  with 
populations  over  25,000,  multicounty  districts,  and  subpolitieal  spe- 
cial impact  areas  or  neighborhoods.  The  data  required  to  establish 
economic  distress  and  thereby  make  an  area  eligible  for  EDA  as- 
sistance are  unemplovment  and  family  income. 

The  cornerstone  of  EDA  activity  in  rural  areas  is  its  economic  de- 
velopment district — EDD — program,  EDD's  are  multicounty  de- 
velopment organizations  Avith  boards  composed  of  local  governments, 
the  private  sector,  and  representatives  of  minority  groups- seeking 
ways  to  improve  local  economic  conditions.  The  district  board  is  a 
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voluntary  organization  which  comes  together  to  identify  the  eco- 
nomic problems  of  the  multicounty  area  and  to  plan  a  course  of 
action  for  dealing  with  the  area's  problems.  The  economic  action 
plan  produced  by  the  district  board  is  called  an  overall  economic 
development  program — or  OEDP.  When  the  OEDP  is  approved  by 
the  State  and  EDA,  the  district  is  officially  designated.  Upon  desig- 
nation EDA,  provides  ongoing  planning  grants  to  district  organi- 
zations enabling  them  to  nire  a  professional  staff  which  monitors 
and  analyzes  conditions  of  the  local  economy  and  develops  goals  and 
strategies  for  generating  lasting  improvements.  The  average  size  of 
the  planning  grant  is  $50,000. 

The  professional  staff  in  the  district  offices  provides  planning  and 
technical  assistance  to  the  area's  communities  to  help  tnem  identify 
and  seek  needed  EDA  assistance.  In  some  cases  the  district  staff  will 
also  assist  in  the  implementation  phase  of  projects. 

District  organizations  also  identify  ways  in  which  the  resources 
of  other  Federal  agencies  can  be  applied  against  specific  community 
development  problems.  The  district's  staff  helps  member  communi- 
ties apply  for,  and  sometimes  administer,  funds  under  programs  of- 
fered by  HUD,  Farmers  Home  Administration,  Small  Business  Ad- 
ministration, Department  of  Transportation,  and  other  Federal 
agencies.  The  EDA  district  program  has  proven  highly  successful 
primarily  because  it  has  enabled  rural  communities  to  bond  together 
and  build  a  capacity  for  examining  and  solving  their  fundamental 
economic  development  problems. 

EDA's  district  program  is  among  the  most  sophisticated  and  ef- 
fective Federal-local  delivery  systems  in  the  Nation.  The  over  200 
economic  development  districts  operating  nationwide  form  a  crucial 
link  in  the  Federal-local  relationship,  matching  the  needs  of  local 
areas  to  available  State  and  Federal  programs. 

Not  all  distressed  rural  counties,  of  course,  are  members  of  eco- 
nomic development  districts.  In  addition  to  providing  planning  and 
project  funds  to  district  organizations  and  communities  within  these 
districts,  EDA  also  provides  funds  to  distressed  rural  counties  which 
lie  outside  economic  development  districts. 

In  fiscal  year  1979,  we  propose  to  increase  the  funds  for  economic 
development  districts  and  counties  outside  of  economic  development 
districts — the  primary  rural  components  of  our  budget — by  $41,875,- 
000  above  fiscal  yearl978  levels,  to  a  total  of  $213,325,000'.  This  is  a 
25-percent  increase  for  fiscal  1979. 

This  increased  funding  will  permit  us  to  expand  the  district  pro- 
gram to  include  between  30  and  50  currently  authorized  but  non- 
funded  districts  to  expand  some  programs  and  to  provide  for  cost- 
of-living  increases  where  thev  are  necessary.  The  new  districts  will 
incorporate  approximately  125  individual  counties  currently  des- 
ignated as  redevelopment  areas,  therebv  reducing  the  number  of  re- 
development areas  participating  independently  under  the  EDA 
program. 

In  fiscal  1979  EDA  assistance  to  rural  areas  will  provide  oyer  $14 
million  for  institutional  canacitv  buildiner  assistance  to  districts 
and  counties  and  almost,  $200  million  for  technical  assistance,  public 
works,  and  business  assistance  in  rural  areas. 
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^  EDA's  technical  assistance  program  helps  in  providing  informa- 
tion, data,  and  know-how  in  evaluating  or  shaping  specific  projects 
and  programs  in  economic  development.  Many  TA  projects  lead  to 
the  planning  and  implementation  of  needed  public  works  projects 
resulting  in  new  employment  opportunities. 

Just  to  cite  a  few  examples: 

In  May  1970,  technical  assistance  in  the  amount  of  $13,500  was 
provided  to  Sussex  County,  Del.,  to  study  the  feasibility  of  develop- 
ing an  air  industrial  park  at  the  county  airport.  The  study  led  to 
investment  in  excess  of  $3  million,  of  which  $903,000  was  an  EDA 
public  works  grant.  Up  to  the  present  time  305  new  jobs  have  been 
created  directly  and  525  indirectly. 

The  Southern  Oklahoma  Development  Association  using  a  $22,000 
technical  assistance  grant  sponsored  a  study  to  determine  the  suit- 
ability of  its  10-county  district  for  manufacturing  and  distributive 
businesses.  As  a  result  of  the  study,  EDA  and  the  city  of  Ardmore 
financed  public  works  facilities  to  create  a  new  industrial  park.  Sub- 
sequently, the  Uniroyal  Corp.  invested  $70  million  in  a  new  plant 
in  Ardmore  which  created  550  direct  new  jobs. 

EDA  offers  assistance  in  the  financing  of  business  development 
projects  either  by  direct  loans  or  loan  guarantees  for  fixed  assets  and 
working  capital.  The  goal  of  the  business  development  program,  as 
with  other  EDA  programs,  is  to  increase  the  number  of  permanent 
jobs  and  to  improve  the  community's  potential  for  generating  long- 
term,  self -sustained  economic  growth. 

Several  new  EDA  initiatives  respond  to  the  needs  of  economically 
distressed  rural  areas.  Early  in  this  administration  an  Internal 
Policy  Council  was  formed  which  provides  an  ongoing  process  for 
evaluating  the  effectiveness  of  our  program  tools  and  insuring  that 
all  the  EDA  programs  are  brought  together  jto  provide  coordinated 
assistance  tailored  to  meet  the  needs  of  individual  areas. 

Earlier  this  week  I  announced  the  new  comprehensive  economic 
development  strategy  of  EDA.  This  strategy — CEDS,  as  it  is 
called — is  designed  to  improve  the  effectiveness  of  EDA  programs 
by  assuring  that  economic  development  planning  and  specific  proj- 
ect investments  occur  in  a  rational,  effective  way. 

CEDS  has  been  implemented  because  EDA  recognizes  both  the 
economic  development  needs  of  the  Nation's  communities  and  the 
paucity  of  resources  available  to  meet  those  needs.  The  agency  is  also 
aware  of  the  limitations  of  its  historical,  project-by-project  ap- 
proach for  alleviating  economic  distress.  The  CEDS  approach  does 
not  reject  that  past,  but  simply  sharpens  what  the  agency  has  learned 
into  a  better-defined  framework  for  economic  revitalization  and 
growth. 

The  CEDS  approach  will  be  implemented  in  a  limited  number 
of  places  on  a  demonstration  basis  during  the  remainder  of  fiscal 
year  1978.  Following:  this  initial  effort,  as  soon  as  possible,  the 
CEDS  approach  will  be  widely  used  as  basic  agency  policv. 

Twelve  rural  areas  have  been  chosen  to  participate  in  the  initial 
CEDS  program.  Areas  participating  in  CEDS  will  work  closely 
with  both  the  regional  office  and  the  Washington  office  to  produce 
an  investment  strategy  which  closely  links  planning  and  implemen- 
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tation  within  the  overall  context  of  the  local  development  process. 
The  planning  and  implementation  of  an  investment  strategy  may 
be  either  part  of  an  area's  OEDP  process  or  a  supplement  designed 
to  strengthen  the  OEDP.  The  investment  strategy  is  a  synthesis  of 
the  community's  understanding  of  its  problems  and  opportunities 
and  the  resulting  development  goals.  The  process  builds  on  this  basic 
information  toward  the  formulation  of  public  policies  and  pro- 
grams, including  specific  projects  and  the  local,  State,  Federal,  and 
private  actions  and  funding  to  implement  them. 

The  CEDS  process  and  the  investment  strategy  it  produces  will 
create  the  basis  upon  which  the  community  can  assess  its  investment 
needs,  determine  their  order  of  priority,  and  then  seek  all  appro- 
priate avenues  of  assistance.  An  investment  strategy  will  increase  the 
predictability  of  EDA  and  other  Federal  as  well  as  State  assistance 
because  it  will  demonstrate  the  local  capacity  to  rationally  utilize 
all  resources  in  a  maximally  effective  manner. 

In  addition  to  EDA's  own  initiatives  the  proposed  National  De- 
velopment Ban,  which  the  Department  of  Commerce  will  cochair, 
would  provide  financial  incentives  for  private  sector  investment  in 
distressed  rural  as  well  as  urban  areas.  Bank  financing  would  supple- 
ment EDA's  own  business  assistance  program. 

Even  though  EDA's  budget  shows  how  we  intend  to  spend  funds 
in  certain  kinds  of  places — cities,  counties,  districts,  for  example — 
we  understand  that  rural  and  urban  economic  development  problems 
are  interrelated.  For  instance,  in  many  metropolitan  areas,  there  are 
small  underdeveloped  communities  which  require  economic  develop- 
ment assistance  and  which  are  rural  in  character.  Their  develop- 
ment is  dependent  upon  the  economic  health  of  the  SMSA ;  accord- 
ingly, their  economic  development  programs  must  be  tailored  not 
only  to  their  unique  needs  but  to  the  economic  characteristics  and 
development  patterns  of  the  SMSA. 

Similarly,  the  economic  vitality  of  one  region  or  one  State  is  fun- 
damentally linked  in  our  market  system  to  the  economic  growth  and 
vitality  of  its  adjacent  and  more  distant  trading  partners.  While 
differentiating  areas  into  urban  or  rural  categories  may  be  a  con- 
venient shorthand  we  must  not  lose  sight  of  the  relatedness  of  the 
problems  of  the  economies  of  these  areas. 

At  least  four  fundamental  categories  of  economic  problems  can 
be  identified: 

Underdeveloped  economies. — Areas  lacking  natural,  physical  or 
human  resources  on  a  scale  sufficient  to  trigger  growth  and  develop- 
ment, and  lying  outside  the  influence  of  major  economic  growth 
areas. 

Distressed  "mature"  economies. — Areas  with  significant  historical 
development,  capital  and  social  investment,  experiencing  problems 
adjusting  to  structural  change. 

Chronic  suharea  dislocations. — Subareas  characterized  by  high 
concentrations  of  the  least  mobile/adaptable  segments  of  the  popula- 
tion. A  population  sub^roun  that  for  reasons  of  race,  culture,  or  lack 
of  skills  has  chronically  lasted  in  opportunities  for  employment. 

Impacted /adjustment  areas. — Areas  whose  economies  are  seriously 
dislocated  by  nonrecurring  events  such  as  natural  disasters,  environ- 
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mental  requirements  or  other  public  policies  which  lead  to  severe 
unemployment  problems. 

An  effective  Federal  economic  development  policy  will  have  the 
program  tools  to  address  all  of  these  problems,  regardless  of  where 
they  are  found  across  the  Nation.  Wnat  is  essential  is  a  balanced 
approach  which  takes  into  consideration  the  interdependency  of  ur- 
ban, suburban,  and  nonmetropolitan  economic  development  problems. 

In  addition  to  the  coordination  done  daily  at  the  district  and 
countv  levels  and  the  great  potential  in  the  CEDS  program,  I 
would  like  to  note  that  as  the  Department  of  Agriculture^  Rural 
Development  Service  has  begun  to  implement  the  rural  compre- 
hensive planning  program — section  III — of  the  1972  Rural  De- 
velopment Act,  it  has  worked  closely  with  EDA  to  insure  program 
compatibility.  The  Farmers  Home  Administration  and  EDA  have  a 
joint  agreement  for  the  administration  of  supplement  grant  funds 
for  projects  which  are  eligible  for  both  programs.  Under  this  ar- 
rangement EDA  transfers  its  funds  for  the  specified  project  to 
FmHA. 

With  respect  to  the  specific  bills  before  this  committee,  the  De- 
partment of  Commerce  believes  the  adoption  of  H.R.  10885  and  BLR. 
9983  is  premature  pending  the  outcome  of  the  President's  reorgani- 
zation study. 

H.R.  10885  which  establishes  a  council  to  assist  the  Secretary  of 
Agriculture  in  the  coordination  of  a  nationwide  rural  development 
strategy  duplicates  the  mandate  of  section  603  of  the  Rural  Devel- 
opment Act  and  dictates  the  kind  of  structure  that  the  Secretary 
must  use  to  carry  out  that  mandate.  We  are  not  convinced  that  a 
council  as  set  out  in  H.R.  10885  is  the  best  means  of  coordinating  a 
nationwide  rural  development  effort  that  utilizes  the  services  of 
programs  of  Federal  agencies  and  State  and  local  governments.  The 
council  would  create  another  bureaucratic  layer  and  its  broad  au- 
thority would  overlap  the  authority  of  OMB  and  the  specific  au- 
thorities of  various  departments  and  agencies.  We  believe  it  is  a 
cumbersome  and  inefficient  means  of  achieving  a  desirable  end.  In 
addition,  H.R.  10885  requires  the  council  to  develop  a  comprehen- 
sive strategy  that  would  take  effect  on  October  1,  1980.  This  date 
imposes  an  artificial  delay  upon  the  development  and  implementation 
of  ways  to  better  coordinate  rural  assistance. 

The  President's  reorganization  task  force  will  make  recommenda- 
tions on  how  to  improve  the  delivery  of  #  rural  programs.  Because 
H.R.  10885  would  settle  some  reorganization  issues  before  we  have 
had  a  chance  to  examine  these  recommendations  fully  and  impar- 
tially we  believe  it  is  premature. 

Similarly,  we  believe  that  H.R.  9983  raises  the  serious  possibility 
of  duplication  of  functions  already  being  performed  by  agencies 
such  as  EDA  and  again,  we  would  like  to  have  the  full  benefit  of  the 
President's  recommendations  on  governmental  reorganization  before 
determining  whether  support  is  appropriate. 

The  fact  that  a  number  of  departments  and  agencies  aTe  active 
in  the  rural  development  area  points  to  the  critical  need  for  inter- 
agency coordination  in  pursuit  of  rural  development  needs.  While 
EDA  has  a  specific  mandate  to  facilitate  local  and  regional  economic 
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development  in  a  comprehensive  and  coordinated  way,  a  number  of 
other  Federal  programs  are  active  in  aspects  of  economic  develop- 
ment. These  programs  range  in  size  from  a  large  community  devel- 
opment block  grant  and  comprehensive  employment  training  assist- 
ance block  grant  effort  to  the  Small  Business  Administration's  pilot 
minority  economic  development  effort.  Other  economic  development 
components  are  administered  by  the  U.S.  Department  of  Agricul- 
ture, Community  Services  Administration,  Office  of  Minority  Busi- 
ness Enterprise,  Bureau  of  Indian  Affairs,  and  the  regional  commis- 
sions— title  V  and  Appalachian  Regional  Commission.  There  is  much 
that  can  be  accomplished  by  an  interagency  effort  to  sort  out  and 
clarify  Federal  rural  economic  development  responsibilities,  and  we 
are  strongly  supportive  of  such  an  effort.  The  Assistant  Secretaries 
working  group  tor  rural  development  is  now  addressing  this  need. 

Mr.  Chairman,  that  concludes  my  testimony.  I  would  be  happy  to 
answer  any  questions  you  may  have. 

Mr.  Nolan.  Mr.  Breckinridge. 

Mr.  Breckinridge.  I  do  not  believe  I  have  any  questions,  Mr. 
Chairman.  I  might  just  raise  one  point  with  Mr.  Hall.  Before  rais- 
ing that  point  I  would  like  to  say  this.  I  am  amazed  as  to  the  una- 
nimity with  which  the  word  "premature"  appears  in  the  testimony 
today.  I  am  glad  to  see  this  great  consensus  emerging  in  Washington. 

Mr.  Hall,  I  want  to  commend  you  for  the  job  you  have  done  and 
are  doing.  I  want  to  thank  you  for  it.  As  you  know,  I  have  a  par- 
ticular interest  in  the  Department's  University  Development  pro- 
gram. Can  you  give  us  a  little  insight  into  that  as  to  its  present 
status  and  progress  and  past  achievement?  Or,  if  you  would  like  to 
leave  the  record  open  for  that  point,  we  could  do  that. 

Mr.  Hall.  I  would  like  to  submit  something  for  the  record. 

Mr.  Nolan.  Without  objection,  the  record  will  be  left  open  at  this 
point  for  the  purpose  of  inserting  the  material  referred  to  by  Mr. 
Hall. 

[The  material  submitted  follows:] 

EDA's  University  Center  Program 

The  university  center  program  was  initiated  in  1963  under  the  Area  Re- 
development Administration  (ARA)  to  use  selected  institutions  of  higher 
learning  as  vehicles  for  providing  a  range  of  management  and  technical 
assistance  services  to  small  and  medium  size  businesses,  communities  and 
development  organizations.  Over  the  Fiscal  year  1963-77  period,  ARA  and  its 
successor,  the  Economic  Development  Administration  (EDA)  have  funded 
41  university  centers,  amounting  to  a  Federal  investment  of  $17.5  million  in 
the  program  which  was  matched  by  $8.9  million  by  the  participating  universi- 
ties. 

This  program  has  been  very  successful  and  has  focused  on  serving  rural 
areas.  During  the  fiscal  year  1963-77  period,  the  centers  have  saved  nearly 
42,000  jobs,  created  over  60,000  new  and  permanent  jobs  in  the  private  sector 
and  developed  nearly  100,000  additional  potential  jobs  with  a  related  capital 
investment  impact  in  excess  of  $650  million.  In  Fiscal  Tear  1977  EDA  in- 
vested $1.6  million  in  22  centers  and  that  amount  was  matched  by  $1.2 
million  by  the  centers.  The  centers  reported  that  over  12,000  jobs  were  saved 
or  created  during  the  year  as  a  result  of  their  efforts. 

For  the  first  time  in  the  history  of  ARA-EDA  university  center  program, 
the  Congress  mandated  that  EDA  spend  $3  million  on  university  centers  in 
Fiscal  Tear  1978.  As  a  result,  we  established  goals  for  the  entire  program  for 
the  Fiscal  Year  1978-80  period  that  assumes  a  $3  million  annual  level  of 
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expenditures  for  the  program.  The  program  will  continue  to  emphasise  the 
development  of  centers  as  local  permanent  self  sustaining  institutions  that* 
could  ultimately  function  effectively  without  EDA  support.  Recognising  that 
it  is  not  possible  to  support  a  university  center  in  all  60  States  with  the  $8 
million  now  allocated  to  the  program  each  year,  it  is,  therefore,  necessary  to 
rotate  these  institution-building  resources  from  older  more  established  centers 
into  new  centers  to  help  other  areas  of  the  Nation  share  in  the  benefits  of 
the  program. 

The  primary  thrust  of  the  program  will  be  the  expansion  of  the  program 
into  States  or  areas  not  currently,  served.  By  the  end  of  Fiscal  Year  1078 
EDA  will  be  supporting  31  centers  in  26  States.  Although  we  are  expanding 
the  program  to  cover  additional  urban  areas,  only  three  of  the  §1  centers 
will  be  serving  exclusively  urban  areas  of  the  Nation.  The  centers  usually 
provide  service  throughout  the  States  in  which  they  are  located  so  that  their 
service  regions  may  include  assistance  to  clients  located  in  both  rural  and 
urban  settings.  Accordingly,  we  are  not  leaving  rural  areas  with  this  program, 
but  only  broadening  its  capabilities  to  cover  more  urban  areas  as  an  overall 
part  of  the  program. 

Mr.  Hall.  Certainly  we  think  the  university  centers  program  has 
been  an  important  EDA  tool  and,  indeed,  we  hope  to  expand  the 
program.  Tnere  is  approximately  $3  million  in  the  budget  for  the 
university  centers  program  this  year.  We  are  providing  assistance 
to  26  centers,  and  we  would  hope  to  expand  the  number  of  centers 
in  the  future,  and  also,  quite  frankly,  direct  one  or  two  of  them  to 
tackle  more  specialized  kinds  of  problems.  We  are  faced,  Congress- 
man, with  the  need  to  spin  off,  if  you  will,  some  of  the  centers.  As 
you  well  know,  one  of  the  intentions  of  the  program  was  for  the 
agency  to  provide  seed  money  to  get  these  university  centers  going. 
Many  of  them  now  have  been  working  with  us  for  over  6  or  7  years, 
and  we  hope  now  to  begin  to  phase  the  EDA  assistance  for  some  oi 
them  out  and  to  establish  other  centers  in  other  areas. 

Mr.  Breckinridge.  Have  I  gotten  lost  along  the  way?  I  under- 
stood there  was  a  program  afoot  for  the  funding  of  some  60  centers, 
namely,  one  for  each  State,  and  a  much  more  significant  budget 
allowance  than  the  $3  million  I  hear  you  mention. 

Mr.  Hall.  Basically,  as  I  understand  it,  it  is  $3  million.  We  have 
26  now  and  we  will  be  expanding,  but  I  do  not  believe  at  this  point 
there  are  specific  plans  to  establish  one  for  each  State.  But  we  will 
be  expanding  beyond  the  26. 

Mr.  Nolan.  Let  me  interject. 

Do  you  have  a  separate  program  in  EDA  for  business  develop- 
ment centers?  I  believe  the  SB  A  has  that. 

Mr.  Hall.  The  SBA  has  such  a  program  and  they  may  be  ex- 
panding to  50  locations,  but  we  have  the  university  center  program 
which  will  provide  grants  to  31  university  centers  in  26  States  by 
the  end  of  fiscal  year  1978  enabling  them  to  furnish  management  and 
technical  assistance  services. 

Mr.  Breckinridge.  That  is  what  I  am  talking  about.  I  dont  know 
where  I  got  that. 

Mr.  Nolan.  The  Small  Business  Committee  has  legislation  that 
would  set  up  50  such  centers. 

Mr.  Hall.  That  is  correct. 

Mr.  Breckinridge.  I  see. 

Mr.  Hall,  let  me  ask  vou  this :  Would  you  make  available  for  the 
record  an  experience  table  as  between  the  departments'  investments 
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over  the  years  in  the  various  institutions  that  have  them?  I  know 
some  have  already  been  phased  out  and  closed  down  while  others 
are  opening  up. 

What  has  the  experience  of  the  Department  been  in  terms  of  costs 
with  reference  to  job  creation? 

Mr.  Hall.  There  are  estimates  which  are  very  difficult  to  make  by 
translating  assistance  into  jobs  created  and  then  putting  a  dollar 
figure  to  it. 

TTlie  figures  that  have  been  developed  show  a  very  low  cost  per  job 
saved.  I  think  however,  that  one  has  to  take  those  estimates,  quite 
frankly,  with  a  grain  of  salt. 

But  we  can  supply  that  information. 

Mr.  Breckinridge.  Is  it  possible  to  go  behind  the  estimates  and 
go  through  the  business  development  centers  folios  and  go  directly 
to  the  particular  participants  and  establish,  as  a  matter  of  fact,  for 
the  record  what  the  experience  has  been? 

Mr.  Hall.  Yes.  We  have  been  doing  that.  Indeed,  we  are  now 
undertaking  a  thorough  evaluation  on  a  center-by-center  basis  to  let 
us  know  how  well  the  university  center  program  is  working.  How- 
ever, I  can  provide  you  with  the  data  we  currently  have  available 
on  the  university  center  program. 

[The  material  submitted  follows:] 
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Mr.  Breckinridge.  Let  me  illustrate  my  concern  in  urging  you  to 
proceed  along' this  line,  if  you  will,  and  again,  I  am  addressing  my- 
self to  my  friends  and  your  friends  who  are  here,  on  behalf  of  the 
Office  of  Management  and  Budget. 

When  Mr.  Vernon  Weaver  came  in  and  I  gave  him  data  which  I 
referred  to  earlier  in  these  proceedings  today  about  his  predecessor, 
Mr.  Mitchell  Koblinski's  figures,  in  terms  of  jobs  creations  per 
dollar  loan  by  the  SBA,  Vernon  Weaver  indicated  that  he  wanted 
some  hard  data. 

I  told  him  that  I  hoped  he  would  get  the  hardest  data  there  was 
because  that  is  all  anyone  in  the  Congress  wanted.  I  am  still  waiting 
for  hard  data.  All  that  has  happened  is  that  the  people  who  have 
attacked  the  proposition  that  these  techniques  produce  jobs,  have 
destroyed  the  effectiveness  of  the  arguments  that  have  been  made 
about  the  job  production  capacities  of  these  programs,  but  they 
have  in  no  way  given  them  critical  guidance  or  direction  to  the  es- 
tablishment of  the  facts. 

I  hope  that  in  pursuing  for  the  record  for  this  subcommittee,  the 
job  creation  impact  of  these  programs,  that  you  will  bring  the  Office 
of  Management  and  Budget  into  your  confidence  in  advance  and  let 
them  critique  your  techniques  for  the  ascertainment  of  the  facts  and 
carry  them  with  you,  clutched  to  your  bosom,  as  you  progress,  in 
order  that  thejr,  and  you,  and  we,  may  all  grow  step  by  step,  and 
hand  in  hand,  in  the  truth,  whatever  that  truth  may  be. 

Mr.  Hall.  I  will  certainly  take  your  advice  and  pursue  it.  I  will 
try  to  take  the  Office  of  Management  and  Budget  into  my  confidence. 
I  hope  that  sometime  they  would  reciprocate. 

As  far  as  "clutching  OMB  to  my  bosom,"  I  reflect  on  the  fate  of 
Cleopatra,  and  I  will  have  to  think  about  that  some  more. 

Mr.  Breckinridge.  I  want  to  thank  Mr.  Hall  and  not  burden  him 
any  more.  I  would  like  for  you  to  pursue  that. 

Mr.  Hall.  I  certainly  will. 

Mr.  Breckinridge.  I  know  OMB  is  interested  in  the  same  thing, 
and  so,  I  thank  you  very  much. 

Mr.  Nolan.  Mr.  Secretary,  we  thank  you  very  much. 

Our  next  witness  is  Mr.  Jim  Parham,  Deputy  Assistant  Secretary 
for  Human  Development  Services,  Department  of  Health,  Educa- 
tion, and  Welfare. 

Mr.  Secretary,  we  welcome  you  to  the  hearing. 

STATEMENT  OF  T.  H.  "JIM"  PARHAM,  DEPUTY  ASSISTANT  SECRE- 
TARY, HUMAN  DEVELOPMENT  SERVICES,  DEPARTMENT  OP 
HEALTH,  EDUCATION,  AND  WELFARE 

Mr.  Parham.  Mr.  Chairman,  Secretary  Califano  has  asked  me  to 
present  the  Department  of  Health,  Education,  and  Welfare^  report 
on  its  rural  development  activities  and  the  Department's  position 
on  the  two  bills  currently  under  consideration  by  this  subcommittee. 

We  have  submitted  for  the  record  the  Department's  responses  to 
the  subcommittee's  questions.  Our  responses  address  both  the  over* 
sight  concerns  of  the  subcommittee  as  well  as  our  comments  on  the 
H.R.  10885  and  H.R.  9983  legislation.  I  would  like  simply  to  high- 
light several  of  the  salient  points  made  in  that  written  testimony. 
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I  begin  with  the  statistical  summary. 

The  Department  of  Health,  Education,  and  Welfare  impacts  on 
and  affects  the  lives  of  every  man,  woman,  and  child  in  this  country. 
It  administers  more  than  350  programs  and  has  a  budget  this  year  of 
more  than  $164  billion. 

More  than  89  percent  of  those  dollars  are  spent  on  entitlement 
programs  distributed  in  the  form  of  direct  services  or  financial  as- 
sistance, such  as  social  security  benefits,  medicare,  medicaid,  AFDC, 
SSI,  and  social  services.  These  resources  go  to  eligible  people  who 
have  needs,  no  matter  where  they  live. 

The  remaining  10.9  percent,  or  $17.9  billion,  goes  for  discretionary 
programs  in  health,  elementary,  secondary,  and  higher  education, 
and  human  services. 

The  nature  of  the  Department's  categorical  programs  dictates 
that  its  programs  serve  all  people  equally,  as  problems  of  being  dis- 
advantaged knows  no  geographical  bounds. 

Applymg  the  most  commonly  used  definitions  of  "rural" ;  namely, 
non-SMSA's — nonstandard  metropolitan  statistical  areas — we  know 
the  following: 

The  1976  census  population  reports  state  that  of  the  213.6  million 
who  live  in  this  country,  approximately  57,672,000,  or  27  percent, 
live  in  non-SMSA's.  I  understand  that  in  your  introduction  this 
morning,  you  talked  somewhat  about  these  other  statistics,  so  I  will 
skip  over  them  very  lightly. 

About  7.7  million  people  65  years  old  and  over  resided  in  non- 
metropolitan  areas.  The  elderly,  65  plus,  constituted  13.3  percent  of 
the  nonmetropolitan  population  compared  with  8.6  percent  in  metro- 
politan areas. 

About  one  of  every  five,  or  20.3  percent,  elderly  people  reported 
incomes  below  the  Government's  poverty  threshold  in  nonmetro- 
politan areas,  compared  with  one  in  seven,  or  14.9  percent,  in  the 
central  cities,  and  one  in  nine,  or  11  percent,  in  the  suburbs. 

The  average  monthly  benefit  amount  for  all  social  security  bene- 
ficiaries residing  in  nonmetropolitan  areas  was  86  percent  as  large 
as  the  average  for  metropolitan  area  residents  as  a  result  of  lower 
paying  jobs  and/or  a  greater  amount  of  self-employment  in  non- 
metropolitan  areas. 

Of  the  49  million  Americans  living  in  medically  underserved 
areas  in  October  1977,  27  million  were  nonmetropolitan  residents. 

Incidentally,  I  have  a  chart  over  here  I  will  refer  to  at  some 
point  in  the  testimony  to  give  you,  at  least,  an  example  of  some 
analytical  work  and  some  conclusions  that  might  be  drawn  from  it. 

A  1974  Census  Bureau  survey  found  that  over  2  million  rural 
adults,  8  percent  of  the  rural  adult  population,  had  less  than  5  years 
of  schooling  and  thus  were  considered  to  be  functionally  illiterate. 
Nationally,  5.3  percent  of  adults  are  in  this  category. 

I  turn  now  to  departmental  rural  efforts. 

There  was  an  Office  of  Rural  Development  located  within  the 
Office  of  Human  Development  Services  of  the  Department.  It  was 
established  late  in  1973  for  the  purpose  of  identifying  legislative, 
administrative,  and  operating  barriers  to  the  delivery  of  human 
service  programs  in  rural  areas.  It  also  provided  a  focal  point  for 
inter  and  intra  departmental  coordination  for  rural  concerns.  It  was 
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this  office  which  had  primary  responsibility  -for  working  with  the 
Department  of  Agriculture  in  responding  to  the  legislative  require- 
ments of  section  603  of  the  Rural  Development  Act. 

On  July  27,  1977,  the  Office  of  Human  Development  Services  was 
reorganized  and  it  was  at  that  time  that  the  functions  of  the  Office 
of  Kural  Development  were  shifted  elsewhere.  This  action  was  taken 
as  part  of  a  comprehensive  reorganization  of  the  Department  where 
substantial  new  operating  responsibilities  were  given  to  the  Office 
of  Human  Development  Services. 

The  need  to  reorganize  was  most  apparent  and  this  decision  re- 
duced from  35  to  8  the  number  of  units  reporting  to  the  Assistant 
Secretary  and  established  a  more  reasonable  span  of  control  for  man- 
aging our  programs.  This  enabled  the  Assistant  Secretary  to  in- 
crease accountability  of  program  operations,  expand  the  ability  of 
HDS  to  work  closely  with  State  and  local  governments  on  broad 
service  delivery  issues  and  to  improve  the  ability  of  the  Office  of 
Human  Development  Services  to  respond  to  the  request  of  Congress, 
the  administration,  and  the  public  at  large. 

In  order  to  continue  some  of  those  activities  formerly  conducted 
by  the  Office  of  Rural  Development,  the  Assistant  Secretary  has 
placed  the  rural  development  function  within  the  Administration 
for  Public  Services,  which  has  responsibility  for  administering  the 
title  XX,  social  services  provisions  of  the  Social  Security  Act.  It  is 
this  operating  program  at  the  State  and  local  level  which  provides 
certain  flexible  moneys  in  order  to  addresslocal  human-service  needs. 

Likewise,  it  is  the  intention  of  this  legislation,  that  all  coordina- 
tion for  human  service  programs  be  tied  into  this  human  service 
planning  process.  We  believe  rural  human  service  programs  will  be 
more  effectively  administered  as  a  result  of  this  reorganization. 

Other  specific  rural-related  activities  include  the  office  of  rural 
health  programs  which  administers  the  rural  health  initiative 
(RHI)  and  the  health  underserved  rural  areas  programs  (HURA). 
During  fiscal  year  1977,  the  third  year  of  the  RHI  operation,  250 
projects  were  supported  with  $25.5  million.  The  health  underserved 
rural  areas  program  had  $15  million  to  fund  85  grantees  and  estab- 
lished approximately  200  satellite  primary  health  care  sites  with 
over  400  physicians,"  primary  care  practitioners,  clinical  staff,  den- 
tists, and  support  staff  working  in  medically  underserved  rural 
areas. 

With  your  permission,  Mr.  Chairman,  I  would  like  to  refer  to 
the  map  over  here  that  you  see.  [Chart  shown.] 

I  will  ask  my  aide  to  turn  back  the  overlays  so  that  we  can  ex- 
plain what  this  map  indicates.  I  think  you  can  see  it  well  enough. 

The  yellow  over  the  map  of  the  United  States  indicates  those  areas 
defined  as  having  high  infant  mortality  rates,  a  high  percentage  of 
persons  below  the  poverty  level,  a  high  percentage  of  elderly,  and  a 
ratio  of  physicians  to  population  which  is  less  than  one  doctor  to 
4,000  population  and  less  than  one  dentist  to  5,000  population.  Those 
are  the  four  criteria  used  to  define  the  basic  yellow  area. 

Now  when  we  overlay  the  yellow  with  the  blue  one,  the  blue  area 
indicates  critical  manpower  shortage  areas,  that  is,  medical  man- 
power shortage  areas  in  the  country. 
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The  red  area  then  overlays  and  shows  the  15  areas  with  the  highest 
infant  mortality  rates  where  greater  than  23.8  infant  deaths  occurred 
per  1,000  live  births. 

The  final  overlay  shows  the  location  of  community  health  center 
projects,  and  the  rural  health  initiative  projects  that  have  been 
funded. 

The  point  that  we  want  to  make  is  that  by  this  analysis,  we  see 
that  even  with  these  initiatives  such  as  the  Community  Health  Cen- 
ter programs  and  Rural  Health  Initiatives,  we  still  have  not  reached 
into  much  of  those  areas  of  rural  America  where  the  unmet  medical 
needs  are  greatest.  We  need  somehow  to  find  better  ways  to  target 
toward  them.  The  main  point  I  wish  to  suggest  is  that  many  times, 
with  these  discretionary  programs  that  require  Federal  match,  those 
areas  in  greatest  need  do  not  have  the  expertise  or  capacity  to  apply 
for  the  grants.  Those  communities  in  greatest  need  are  less  likely 
to  hear  about  these  resources,  they  are  less  likely  to  have  effective 
community  organization  and  support  to  apply  for  and  maintain  the 
programs,  and  they  are  less  likely  to  be  able  to  support  matching  or 
self-sufficient  requirements  when  the  2-  or  3-,  or  4-year  project  is 
through.  So,  we  hope  that  we  can  find  ways  to  build  that  capacity 
and  enable  the  targeting  of  these  national  initiatives  more  effectively 
on  the  most  needful  areas  in  our  country. 

In  the  Administration  for  Public  Services,  we  will  have  a  unit 
that  will  be  devoted,  essentially,  to  capacity  building,  to  technical  as- 
sistance that  will  enable  local  communities  and  States  to  target 
these  kinds  of  programs  better  and  be  able  to  have  the  capacity  to 
apply. 

The  Office  of  Rural  Health,  which  was  responsible  for  the  analytic 
task  that  resulted  in  this  map  that  gives  us  an  insight  we  didn't 
have  before,  also  provided  staff  support  for  the  Rural  Health  Co- 
ordinating Committee,  which  developed  and  adopted  a  national 
rural  health  goal  statement  in  response  to  the  requirements  of  sec- 
tion 603  of  the  Rural  Development  Act. 

The  recent  passage  of  amendments  to  the  Social  Security  Act, 
which  would  permit  medicare  and  medicaid  reimbursement  for  the 
services  of  physician  extenders,  that  is,  physicians'  assistants,  family 
nurse  practitioners,  et  cetera,  working  in  rural  health  clinics,  wiil 
be  advantageous  in  helping  to  open  up  alternative  primary  health 
care  delivery  systems  to  medically  underserved  areas  and  those  most 
sparsely  populated  rural  areas. 

Other  programs  whose  original  intent  was  to  focus  on  rural  areas 
included  the  National  Health  Service  Corps,  the  emergency  medical 
program  as  well  as  the  rural  migrant,  health,  education,  rehabilita- 
tion, and  Head  Start  programs. 

As  for  our  departmental  views  on  H.R.  10885  and  H.R.  9983,  Mr. 
Chairman,  the  Department  of  Health,  Education,  and  Welfare 
heartily  supports  the  concept  of  H.R.  10885,  the  Rural  Development 
Policy  Act  of  1978.  The  Department  has  been  a  strong  and  active 
supporter  of  similar  efforts  as  a  member  of  the  Assistant  Secretaries' 
Working  Group.  Our  concern  is  that  we  believe  that  section  603  of 
the  Rural  Development  Act  of  1972,  if  effectively  carried  out,  al- 
ready gives  the  Secretarv  of  Agriculture  sufficient  authority  to 
carry  out  all  of  those  initiatives  proposed  in  this  legislation. 
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We  are  concerned  that  if  this  bill  were  passed,  it  would  suffer 
from  some  of  the  same  difficulties  the  existing  authorities  are  ex- 
periencing : 

Insufficient  commitment  from  the  participating  agencies  without 
certain  incentives; 

Placing  a  peer  agency  or  department  in  a  position  of  coordinat- 
ing peers; 

Lack  of  a  specific  and  detailed  infrastructure  which  ties  local  com- 
munity needs,  priorities,  and  planning  to  a  State  and  national  rural 
development  planning  and  priority-setting  process; 

Lack  of  a  clear  goal  and  objective  setting  process  which  requires 
each  of  the  participating  departments  and  agencies  to  articulate 
their  rural  development  goals  and  to  specify  measurable  objectives 
where  each  year  the  council  might  review  and  hold  the  respective 
agencies  accountable;  and 

Lack  of  an  action-oriented  approach  for  dealing  with  specific 
rural  community  problems  which  are  of  a  cross-cutting  nature,  such 
as  establishing  an  action-oriented  series  of  task  forces  which  would 
be  organized  around  specific  issues  and  then  disbanded  once  the 
problem  was  resolved. 

It  may  be  that  it  would  organize  along  a  subcommittee  issue  or 
task  force  format  allowing  members  to  be  assigned  to  task  groups 
in  their  related  areas. 

We  believe  that  if  enacted,  and  such  a  Kural  Development  Council 
were  established  its  role  and  relationship  to  the  President's  new 
Interagency  Coordinating  Council — which  has  been  charged  with 
broad  economic  and  social  development  coordinating  responsibilities 
of  a  cross-cutting  nature — must  be  clearly  defined. 

Mr.  Chairman,  concerning  the  merits  of  H.R.  9983,  we  would 
choose  to  defer  to  the  respective  departments  most  directly  involved. 
We  would,  however,  wish  to  point  out  that  no  matter  where  the 
program  would  be  placed,  a  substantial  part  of  such  resources  would 
most  likely  be  used  for  rural  health  facilities.  In  such  cases,  in  addi- 
tion to  the  normal  requirements  for  plans  developed  at  the  local 
level — A-95  clearance — a  certificate  of  need  would  be  necessary  from 
the  States,  as  well  as  coordination  with  the  local  health  services 
planning  agency. 

Mr,  Chairman,  this  concludes  my  remarks.  I  wish  to  thank  you  for 
the  opportunity  to  appear  on  behalf  of  the  Department  of  Health, 
Education,  and  Welfare. 

I  will  be  glad  to  respond  to  any  questions  you  may  have. 

[Responses  to  questions  submitted  to  HEW  may  be  found  on  p.  547.] 

Mr.  Nolan.  Thank  you  very  much. 

Are  there  any  questions  by  members  of  the  committee? 

Mr.  Breckinridge. 

Mr.  Breckinridge.  Mr.  Chairman,  I  thank  you. 

I  thank  you,  Mr.  Parham,  for  your  testimony. 

I  like  particularly,  your  comments  by  way  of  conclusion  in  which 
you  itemized  some  of  the  difficulties  you  foresee  in  implementing  the 
provisions  of  H.R.  10885,  or,  for  that  matter,  the  law  as  it  presently 
exists.  I  think  you  have  constructive  criticism  there  which  goes  to 
the  difficulty  in  coordinating  such  a  large  area  of  functions  dis- 
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tributed  throughout  Government  and  the  problem  of  peer  agency 
relationships,  as  you  point  to  them. 

I  do  think  that  it  would  be  useful  to  the  subcommittee  to  have  you 
address  yourself,  Mr.  Chairman,  affirmatively  to  the  questions  that 
you  raised  by  way  of  suggested  answers.  I  listened  with  great  in- 
terest this  morning  to  Mr.  Mercure  on  the  same  subject.  I  want  to 
say  again,  as  I  didthen — I  don't  know  whether  you  heard  his  testi- 
mony or  not — but  it  is  obvious  that  he  and  his  staff  have  been  ef- 
fectively busy  this  past  year  since  he  has  come  to  Washington.  They 
have  addressed  themselves  to  the  concerns  and  the  concepts  whicn 
you  have  enunciated,  and  the  importance  of  establishing  a  process, 
and  a  procedure,  and  a  systematic  frame  of  reference  in  which  the 
policy  issues  may  be  identified  and  isolated  and  attacked,  and  then 
followed  up. 

You  have  made  a  contribution  to  that.  I  want  to  tjhank  you  for 
that. 

But  I  do  think  that  anything  you  have  to  say  affirmatively  in  re- 
sponse to  the  questions  that  you  raised,  would  be  useful  and  I  ask, 
Mr.  Chairman,  that  we  keep  the  record  open  for  that  purpose. 

There  are  at  lot  of  us  who  are  concerned  about  the  pro- 
visions of  the  so-called  Hospital  Cost  Containment  Act,  not  be- 
cause we  are  not,  as  is  everyone,  about  the  cost  of  medical  health 
care  today,  but  because  we  are  more  concerned  about  the  quality  of 
health  care  and  the  availability  thereof.  We  have  reached  the  in- 
evitable conflict  in  that  sort  of  a  contest  as  between  cost  containment 
on  one  end  and  availability  on  the  other,  and  the  quality  of  the 
availability  where  it  exists. 

As  your  map  shows,  there  are  many  many  areas  in  my  State  where 
it  does  not  exist.  There  is  the  impact  on  my  people  and  that  impact 
is  ouite  clear  as  a  consequence  of  that. 

One  of  the  fundamental  issues  that  we  have  to  address  ourselves 
to  along  the  way  is  the  regionalization  concept  versus  the  local- 
facility  concept.  In  my  State  we  have  one  of  two  medical  centers. 
One  of  them  is  in  Lexington,  Ky.,  and  one  in  Louisville,  Ky,,  and 
then  we  break  down  into  small  communities  with  small  hospitals. 
In  the  past  that  was  an  absolute  necessity  because  it  was  impossible 
to  travel  from  place  to  place.  If  the  doctor  were  not  there,  you  did 
not  get  to  him  in  time. 

Theoretically,  with  turnpikes  and  four-lane  highways,  as  well  as 
interstate  highways,  that  is  not  so  today,  but  it  is  still  so,  in  terms 
of  convenience  of  primary  health  care  and  the  availability  of  pri- 
mary health  care. 

Would  you  care  to  address  yourself  to  this  conflict  that  we  have 
coming  upon  us  between  the  regional  approach  and  the  local  avail- 
ability and  the  cost  containment  implications  that  confront  us?  That 
is  with  reference,  of  course,  primarily  to  nonmetropolitan  areas, 

Mr.  Parham.  I  think  that  is  a  very  discerning  comment  on  your 
part,  Mr.  Breckinridge.  I  can  say  that  in  my  previous  week,  before 
I  came  to  Washington,  as  Commissioner  of  Human  Resources  in 
Georgia,  I  faced  that  issue  and  that  conflict  because  it  was  our  re- 
sponsibility to  establish  policies  for  medicaid  and  maternal  and 
child  health  programs  and  other  things. 
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My  experience,  which  is  somewhat  limited  with  regard  to  that 
issue  in  health  care,  indicates  to  me  that  one  of  the  things  that  we 
can  do,  and  have  already  begun,  and  which  can  be  expanded,  is  to 
create  more  primary  care  facilities  and  programs  that  can  provide  at 
low  cost,  and  convenience,  preliminary  medical  care. 

I  found,  for  example,  one  town  in  Georgia  where  the  mayor  had 
been  looking  for  a  doctor  for  several  years,  by  using  Rural  Health 
Initiative  funds,  we  were  able  to  set  up  in  that  town  a  primary  care 
center  directed  by  a  family  nurse  practitioner.  They  were  seeing 
some  6,000  patients  a  year  before  I  left.  The  mayor  had,  in  fact, 
turned  down  one  doctor  who  talked  about  coming  there.  He  said 
the  town  was  no  longer  in  need  of  a  resident  physician.  They  were 
close  enough  to  a  medical  center  so  that  they  could  get  there  for 
serious  situations.  But  he  had  secured  the  preliminary  initial  atten- 
tion that  they  needed. 

In  regard  to  the  regional  center  concept,  I  have  heard  both  sides. 
I  have  heard  very  emotional  arguments  about  the  need  to  maintain 
high  quality  obstetrical  arrangements  in  small  hospitals,  and  the 
importance  of  having  that  easily  available  and  accessible. 

I  have  looked  at  the  cost  figures  and  I  have  had  physicians  that 
I  trust  and  who  I  think  are  competent,  and  certainly  as  well-mean- 
ing as  I  am,  tell  me  that  statistically  the  argument  is  all  in  favor  of 
setting  up  good  regional  centers,  not  only  in  better  human  outcomes 
but  also  in  terms  of  economics.  The  approach  of  the  future  will  be  to 
set  up  a  good  regional  center  and  arrange  to  get  people  there  when 
the  need  is  for  high-class,  highly  sophisticated  medical  attention. 

I  think  your  comment  about  the  conflict  between  the  need  for 
ready  accessibility  and  the  high-costs  that  all  of  us  are  anxious  to 
try  to  control,  is  a  real  dilemma.  Somehow  we  have  to  work  out  a 
balance  on  those  things.  I  think  one  of  the  ways  to  work  that  balance 
is  with  primary  care  facilities,  arrangements,  and  programs,  along 
with  looking  more  closely  at  transportation  requirements.  If  we  are 
going  to  regionalize  in  the  interests  of  economy  and  highclass  med- 
ical care,  then  we  have  to  look  at  transportation  requirements. 

It  seems  to  me  that  the  answer,  the  ultimate  arrangement  for  our 
society  that  will  meet  our  requirements,  lies  in  intelligent  considera- 
tion of  those  kinds  of  factors.  I  hope  that  is  responsive  to  your  query. 

Mr.  Breckinridge.  It  is.  I  did  not  expect  you  to  solve  this  prob- 
lem for  us  today.  But  I  wanted  to  get  your  views  on  it.  I  appreciate 
having  you  here  today. 

Thank  you  very  much. 

Mr.  Nolan.  Mr.  Grassley. 

Mr.  Grassley.  Thank  you,  Mr.  Chairman. 

Mr.  Parham,  on  your  statement  of  views  on  the  chairman's  bill, 
on  page  6  of  your  prepared  statement,  you  indicated  support  for  the 
concept  of  the  bill,  but  that  vou  believed  section  603  of  the  Rural 
Development  Act  of  1972,  "if  effectively  carried  out  already  gives 
the  Secretary  of  Agriculture  sufficient  authority  to  carry  out  all  of 
those  initiatives  proposed  in  this  legislation." 

If  you  take  the  words,  "if  effectively  carried  out,"  then  in  that 
context  you  say  that  you  are  in  strong  and  active  support  of  similar 
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efforts  as  a  member  of  the  Assistant  Secretaries  Working  Group,  but 


Frequent  _ 

through  the  Assistant  "Secretary's  Working  Group.  As  a  result  there 
has  been  few  opportunities  for  the  two  Departments  to  urge  actions 
related  to  rural  development  on  either  part  at  the  policy  formula- 
tion level  of  the  departments." 

We  feel  this.  I  am  cosponsor  of  the  bill  with  the  chairman,  and 
we  feel  that  this  is  a  serious  problem  with  the  present  system. 

I  guess  that  I  would  ask  for  any  comment  that  you  have  with 
reganl  to  what  you  effectively  point  out  to  be  the  present  day  situa- 
tion and  your  caveat  about,  "if  effectively  carried  out."  We  want  to 
see  that  it  is  effectively  carried  out  and,  hence,  our  bill. 

Mr.  Parham.  I  think  "if  effectively  carried  out"  means  sufficient 
and  aggressive  activity  on  the  part  of  the  Assistant  Secretary  for 
Rural  Development  in  Agriculture.  I  think  we  have  seen  the  be- 
ginnings of  tnat.  It  apparently  did  not  occur  in  the  previous  ad- 
ministration. I  was  at  the  meeting  this  week,  and  we  did  talk  about 
defining  specific  problem  areas  of  a  cross-cutting  nature,  and  estab- 
lishing work  groups  that  would  move  on  those.  The  White  House 
itself  was  present  and  indicated  its  own  strong  interest. 

So,  I  believe  there  is  in  motion  an  effort  that  will  tap  the  potential 
of  the  existing  section  603  sufficiently. 

Mr.  Grassley.  In  other  words  you  are  saying  that  from  now  on 
those  meetings  at  the  assistant  secretaries  level  to  work  out  this 
coordination  are  going  to  be  producing  the  same  results  that  we 
intend  to  produce  with  our  bill? 

Mr.  Parham.  Yes,  sir;  we  would  think  that  would  produce  results 
satisfactory  to  cover  the  obvious  concerns  that  the  bill  implies. 

Mr.  Nolan.  Any  other  members  have  questions?  Mr.  Sebelius. 

Mr.  Sebeuxts.  I  am  very  much  interested  in  whether  or  not 
legislation  is  necessary  to  distinguish  between  the  rural  or  country 
hospital  and  for  the  regional  or  more  defined  one,  that  I  suppose 
qualifies  for  those  proposed  guidelines  wherein  you  had  to  nave 
the  500  babies  or  4  beds  for  1,000  people,  and  all  of  that. 

Is  legislation  necessary  to  distinguish  between  the  two,  so  we  can 
handle  our  babies,  and  handle  our  emergencies,  and  handle  our 
geriatrics,  and  handle  our  heart  attacks? 

We  have  babies  born  in  pickup  trucks,  and  people  die  not  knowing 
where  to  go  to  get  emergency  relief  as  far  as  coronary  problems  and 
other  conditions  are  concerned. 

Mr.  Parham.  It  would  not  be  my  thought,  sir,  that  legislation 
would  be  necessary.  It  seems  such  an  obvious  requirement  that  all 
of  us  ought  to  be  seeking  an  approach  and  a  solution  that  would 
take  care  of  both  concerns.  That  would  be  the  need  for  highly 
specialized,  expensive,  and  sophisticated  centers,  but  yet  the  need 
for  access  so  that  people  who  live  in  sparsely  populated  areas  would 
receive  the  service  that  they  require. 

Mr.  Sebeltds.  I  appeared  before  Ways  and  Means  a  couple  of 
years  ago,  and  we  don't  seem  to  be  making  any  progress  in  coming 
up  with  this  distinguishing  feature,  and  we  keep  pricing  ourselves 
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out  of  the  market.  We  say  we  need  cost  containment,  but  yet  the 
requirements  keep  running  up  the  costs  in  the  smaller  hospital.  I 
know  full  well  we  could  respond  but  you  get  involved  with  pharma- 
cists, and  you  get  involved  with  anesthesiologists,  and  a  whole  bunch 
of  requirements,  including  lab  technicians  and  so  forth,  much  of 
which  could  be  handled  in  a  regional  way.  I  think  we  could  bring 
those  costs  down. 

We  priced  the  little  hospital  about  out  of  the  market  and  it  is 
the  one  delivery  center  where  we  can  work  with  the  very  real  health 
problems  in  rural  areas. 

I  have  57  small  counties.  Only  one  of  them  would  have  a  hospital 
that  would  qualify  along  those  original  giudelines. 

Mr.  Parham.  What  kind  of  occupancy  rates  do  you  have? 

Mr.  Sebeuus.  I've  got  a  town  of  40,000,  and  it  appears  to  handle 
surgeries,  and  so  forth.  However,  in  these  57  counties  there  are 
many  counties  that  have  county  hospitals  of  40  or  50  beds.  They 
keep  saying — we  had  a  nurse  around  the  hospital.  She  was  the 
administrator.  Now  we  have  an  administrator  and  we  have  an  as- 
sistant administrator.  We  have  to  have  certain  pharmacy  require- 
ments there.  We  have  to  have  six  or  seven  lab  technicians. 

There  are  many  things  that  can't  be  done  out  there  until  you  can 
get  to  a  regional  area,  but  somehow  I  don't  think  HEW  has  really 
tried  to  come  up  with  a  solution  as  far  as  the  regulations  are 
concerned. 

If  you  go  back  to  utilization  review,  then  you  had  three  doctors 
reviewing  for  one  doctor.  I  want  to  cut  down  on  expenses.  There  are 
many  ways  to  do  it.  But  we  seem  to  proliferate  requirements. 

Mr.  Parham.  As  you  know,  medical  economics  work  somewhat 
differently  from  ordinary  economics.  If  you  build  a  facility  with  a 
certain  number  of  beds,  and  if  it  has  some  kind  of  bonded  debt 
supporting  it,  or  some  kind  of  amortization  arrangement,  then  there 
is  pressure  to  fill  up  those  beds,  and  exact  payments  from  third 
parties  with  Government  programs  or  something  like  that.  So  there 
is  a  tendency  to  utilize  more,  and  to  expend  more. 

If  you  put  more  doctors  out,  they  obviously  have  got  to  make  a 
living.  The  whole  business  of  the  supply  of  beds  and  the  supply 
of  physicians  has  a  somewhat  perverse  effect  on  costs. 

But,  on  the  other  hand,  as  you  well  point  out,  we  want  to  get 
people  the  medical  attention  that  they  deserve  and  require  in  a 
country  like  ours. 

So,  as  I  said  to  Mr.  Breckinridge,  it  seems  to  me  the  answer  is 
in  alternative  forms  of  medical  care  with  an  effort  to  restrain  the 
growth  of  beds,  and  an  effort  to  put  the  highly  sophisticated,  ex- 
pensive operations,  as  much  as  possible,  in  regional  centers.  The  other 
thing  is  to  keep  them  full  so  that  they  operate  at  the  most  cost 
beneficial  rate. 

Mr.  Sebeuus.  I  agree  with  you.  I  think  the  distinction  could  be 
made  between  the  two.  You  would  license  and  agree  with  regard  to 
medicare  and  medicaid  that  this  could  be  worked  out  between  the 
hospitals. 

I  do  not  think  we  have  any  new  hospital  construction  in  any  of 
the  smaller  ones  of  those  57  counties,  and  almost  all  of  them  has  a 
bonded  indebtedness  that  is  paid. 
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Some  of  them  have  closed  down  because  of  the  way  you  have 
homogenized  the  costs.  In  my  own  county,  we  cut  down  the  ex- 
tended care.  In  my  own  personal  case,  we  had  to  pay  $2,600  for  a 
cousin  that  I  had  an  interest  in  taking  care  of.  We  had  to  pay 
$2,600  a  month  until  we  could  find  another  extended  care  unit.  She 
was  hospitalized  and  they  make  no  exceptions.  Even  though  she 
was  getting  the  same  kind  of  care,  she  had  to  pay  the  hospital  rate. 

Somewhere  in  there  a  little  commonsense  needs  to  be  the  blend  that 
you  need  to  classify  these  different  types  of  care.  But,  you  say, 
"That's  it.  We  don't  do  any  other  services  there  if  you  want  to  qual- 
ify for  medicaid  and  medicare." 

Mr.  Parham.  Well,  I  certainly  agree  with  your  point  that  some- 
where there  is  a  commonsense  oalance  between  these  concerns.  All 
of  us  have  those  same  concerns.  We  can't  afford  to  pay  these  ever- 
increasing  costs,  but  on  the  other  hand,  we  don't  want  to  deny  people 
the  needed  medical  service  they  require. 

Mr.  Sebelius.  If  HEW  could  come  up  and  say  that  you  could 
have  a  choice  among  these  50-bed  hospitals,  and  if  you  could  just 
reduce  a  lot  of  the  things  that  they  do  not  need.  If  you  are  going 
to  have  ambulance  service  and  air  evacuation  service,  they  should  be 
put  in  a  different  category,  then  that  would  make  some  common- 
sense,  and  we  could  get  some  cost  containment. 

Mr.  Parham.  I  understand  what  you  are  talking  about. 

Mr.  Sebelius.  Thank  you. 

Mr.  Nolan.  At  2:19  the  House  began  a  vote  on  the  Kindness 
amendment  to  the  Public  Disclosure  Lobbying  Act,  so  I  have  one 
brief  question  if  you  could  stay  for  just  a  second. 

After  that  question  the  subcommittee  will  recess  for  10  minutes. 

My  question  is  this:  You  have  eliminated  your  Office  of  Rural 
Development  over  there  as  part  of  your  reorganization  effort.  The 
Office,  over  the  years,  did  generate  a  great  deal  of  useful  information 
on  rural  priorities  and  rural  problems,  and  I  am  wondering  how 
many  people  will  continue  to  work  full-time  on  this  rural  policy 
analysis  that  the  Department  has  engaged  in  in  the  past.  We  have 
found  it  to  be  so  useful.  I  hope  you  are  not  abandoning  that. 

Mr.  Parham.  No,  sir,  we  are  not  abandoning  the  function.  As  I 
indicated,  the  function  would  be  included  as  a  part  of  the  staff  work 
done  for  the  Administrator  for  the  Administration  for  Public 
Services. 

I  am  not  prepared  to  tell  you  at  this  time  how  many  people  will 
work  full  time  on  it,  if  any. 

Mr.  Nolan.  But  that  function  will  continue? 

Mr.  Parham.  That  function  will  continue,  yes, 

Mr.  Nolan.  Thank  you  very  much,  sir. 

The  committee  will  recess  for  10  minutes. 

Mr.  Parham.  Am  I  excused,  Mr.  Chairman? 

Mr.  Nolan.  Yes. 

[Recess  taken.] 

Mr.  Nolan.  The  subcommittee  will  reconvene.  We  will  call  as  the 
next  witness  Mr.  Lamond  Godwin,  Administrator,  Office  of  National 
Programs,  Employment  and  Training  Administration,  Department 
of  Labor. 
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STATEMENT  OF  LAMOND  GODWIN,  ADMINISTBATOB,  OFFICE  OF 
NATIONAL  PROGRAMS,  EMPLOYMENT  AND  TRAINING  ADMINIS- 
TRATION,  DEPARTMENT  OF  LABOR 

Mr.  Godwin.  Mr.  Chairman  and  members  of  the  subcommittee, 
let  me  say  that  I  am  pleased  to  be  here  today  representing  Secre- 
tary of  Labor  Ray  Marshall  to  discuss  with  the  subcommittee  the 
Department's  plans  and  activities  that  relate  to  rural  development 
The  Secretary  welcomes  this  opportunity  for  the  Department  to 
go  on  record  on  this  important  matter. 

As  you  know,  he  has  spent  the  majority  of  his  professional  career 
engaged  in  research  and  development  activities  which  have  focused 
on  the  needs  of  rural  residents. 

In  fact,  sir,  we  have  never  had  ft  Secretary  of  Labor  as  strongly 
committed  to  rural  development  as  Secretary  Marshall. 

In  the  past,  those  needs  have  been  too  often  neglected  while  more 
visible  problems  have  claimed  the  focus  of  attention  and  resources. 

In  your  letter  of  invitation,  you  posed  several  questions  on  which 
testimony  should  focus.  I  propose  to  respond  to  tnem  by  describing 
the  current  status  of  our  rural  programs,  a  structure  we  have  re- 
cently established  to  improve  them,  and  finally,  our  views  on  co- 
ordination of  the  Government's  efforts. 

The  decline  in  the  number  of  farmers  and  farmworkers  has  led 
to  a  popular  impression  that  rural  people  are  a  vanishing  breed. 
The  reality,  as  you  know,  is  that  in  the  1970's  people  in  nonmetro 
areas  are  increasing,  not  decreasing.  In  1975,  58  million  Americans 
lived  in  nonmetropolitan  areas — 27  percent  of  the  national  popula- 
tion. The  welfare  of  more  than  one  out  of  every  four  of  our  people 
is  certainly  critical  to  national  policy.  They  are  the  target  of  our 
Department's  rural  programs.  Our  special  concern  is  for  the  rural 
poor.  In  1975,  41  percent  of  America's  poor  lived  in  nonmetro  areas. 
These  "people  left  behind" — especially  poor  women,  youth,  older 
workers,  and  minorities — must  receive  the  greatest  attention  from 
our  programs  and  policies. 

I  turn  now  to  the  current  status  of  the  major  rural  programs  in 
the  Department  of  Labor.  We  felt  that  your  questions  deserved  a 
major  effort  on  our  part  to  catalog  and  describe  our  rural  programs. 
Our  most  important  program — the  employment  and  training  pro- 
grams under  the  Comprehensive  Employment  and  Training  Act 
(CETA)  is  not  exclusively  rural.  None  of  our  other  activities  puts 
more  money  into  nonmetropolitan  areas.  The  CETA  "balance-of- 
state"  area  very  roughly  fits  nonmetro  regions.  In  fiscal  year  1977, 
a  balance-of -state  area  spent  roughly  $2.9  billion,  or  27.4  percent  of 
the  total,  for  their  share  of  employment  and  training  programs 
under  title  I,  Public  Service  Employment,  PSE,  under  title  II  and 
VI,  and  the  summer  youth  programs  of  title  III. 

The  most  dramatic  change  in  CETA  has  been  the  sizable  increase 
of  training  funds  and  especially  public  service  jobs  in  1977  and 
1978.  PSE  jobs,  which  were  running  at  an  annual  average  level 
nationwide  of  310,000,  have  been  expanded  to  over  750,000  by  March 
of  this  year.  We  are  very  pleased  to  report  that  a  roughly  propor- 
tionate increase  went  to  rural  areas. 
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The  increase  in  PSE  has  made  a  significant  impact  on  rural  un- 
employment and  underemployment.  The  welfare  reform  demonstra- 
tion sites  and  the  private  sector  initiative  program  in  fiscal  year 
1979  will  further  increase  private  and  public  sector  jobs  in  rural 
areas. 

A  key  role  in  CETA  is  played  by  the  U.S.  Employment  Service, 
USES.  Through  its  network  of  State  employment  security  agencies, 
or  SESAs,  and  their  local  employment  service  (ES)  offices,  the  Em- 
ployment Service  maintains  a  substantial  level  01  labor  exchange 
services  benefiting  rural  workers  and  employers.  More  than  1,500 
local  ES  offices,  or  about  56  percent  of  all  such  offices,  are  situated 
in  rural  areas.  In  fiscal  vear  1977,  local  ES  offices  registered  207,000 
migrant  and  seasonal  farmworkers,  and  places  87,000  of  them  in 

J'obs.  Of  course,  to  emphasize  only  services  to  migrant  and  seasonal 
armworkers  really  does  not  present  ES's  total  efforts. 

In  fiscal  year  1977,  approximately  1.3  million  rural  residents  were 
placed  in  jobs  and  1.2  million  of  this  total  were  placed  in  nonfarm 
jobs.  In  nonmetro  areas  nonfarm  industries  are  now  predominant. 

In  addition,  to  its  regular  oversight  and  supervision  of  SESA 
and  local  ES  activities,  the  USES  conducts  Monitor- Advocate  and 
special  outreach  programs  to  insure  equitable  provision  of  ES  serv- 
ices to  farmworkers  and  to  assist  in  resolving  complaints  by  people 
using  the  ES.  Put  in  place  as  a  result  of  a  recent  court  order,  the 
program  includes  extensive  on-site  review  by  Federal  officials.  $4.3 
million  is  budgeted  for  this  activity  during  fiscal  year  1978. 

A  corollary  effort  is  the  agricultural  and  logging  certification 
process,  which  regulates  the  importation  of  alien  farmworkers.  Under 
this  program,  the  USES  is  responsible  for  insuring  that  farm 
operators  import  alien  workers  only  after  making  a  strenuous  search 
for  domestic  workers  and  only  if  wages  and  job  conditions  which 
will  not  adversely  affect  U.S.  workers  are  offered. 

Section  302  of  title  III  of  CETA  authorizes  employment  and 
training  programs  for  Indians  and  other  native  Americans.  This  is 
primarily  a  rural  program.  Of  the  approximately  1,250,000  native 
Americans  presently  living  in  the  United  States,  70  percent  live  on 
reservations  or  in  rural  areas.  Seventy-four  million  dollars  (serving 
59,000  participants)  was  appropriated  for  this  program  in  fiscal  year 
1977.  Of  this,  75  percent,  or  $56  million,  was  granted  to  tribal 
governments  to  operate  programs  serving  nearly  55,000  people,  but 
we  added  a  substantial  amount  of  new  funding  for  our  Indian  and 
native  American  programs,  including  an  additional  $76  million 
for  20,500  public  service  employment  positions,  $13  million  for  sum- 
mer youth  programs,  and  an  additional  $15  million  for  the  new 
program  under  the  Youth  Employment  Administration  Act,  and 
$17  million  for  special  economic  stimulus  programs. 

It  may  come  as  a  surprise,  sir,  to  know  that  the  Labor  Department 
is  providing  more  direct  cash  assistance  to  Indian  communities  than 
any  other  agency  of  the  Federal  Government. 

t  might  also  mention  that  we  have  broadened  the  participation 
under  this  section  of  CETA  to  include  native  Hawaiians.  This  means 
for  the  first  time,  we  will  set  aside  funding  to  make  it  possible  for 
us  to  target  programs  for  people  in  the  remote  and  sparsely  popu- 
lated islands  in  Hawaii. 
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Authorized  by  section  303  of  title  III  of  CETA,  programs  for 
migrant  and  seasonal  farmworkers  operate  almost  solely  to  the  bene- 
fit of  rural  residents  and  workers.  With  a  fiscal  year  1978  appropria- 
tion of  $75.2  million,  these  programs  will  deliver  services  to 
approximately  250,000  of  the  Nation's  migrant  and  seasonal  farm- 
workers. One  of  the  principal  goals  is  to  assist  farmworkers  to  pre- 
pare for  and  obtain  alternative  employment  of  a  more  stable  and 
financially  rewarding  nature.  In  addition  to  the  regular  appropria- 
tion, the  programs  have  been  augmented  with  $36  million,  which  is 
estimated  to  serve  8,000  participants.  This  is  earmarked  for  economic 
stimulus  programs  and  with  $9.7  million  for  youth  programs  which 
will  serve  3,614  participants. 

Sections  301  and  304  of  CETA  authorize  the  Department  of  Labor 
to  conduct  discretionary  programs  directed  to  the  employment- 
related  needs  of  groups  that  have  particular  disadvantages  in  the 
labor  market.  The  term  "discretionary"  is  used  in  this  context  be- 
cause sections  301  and  304  permit  the  Department  to  determine  the 
target  groups  to  be  served  and  the  types  of  organizations  and 

Erojects  to  be  funded.  Several  of  these  discretionary  programs  have 
een  designed  to  provide  job  and  training  opportunities  and  other 
employment-related  services  to  the  rural  population.  One  example  is 
the  national  on-the-job  training  program.  Of  a  total  $21  million 
in  fiscal  year  1978  obligations,  some  projects  have  substantial  opera- 
tions in  rural  areas,  such  as:  the  AFO-CIO  Appalachian  Council 
with  $1.5  million  and  1,540  trainees;  the  Southern  Railway  System 
with  $432,000  and  404  trainees;  and  Green  Thumb,  Inc.,  with 
$521,000  and  450  trainees.  Another  example  is  the  promotion  and 
development  program.  As  part  of  this,  the  American  Association  of 
Small  Cities  has  been  funded  to  provide  training  services  on  CETA 
to  the  mayors  of  smaller  cities  and  to  survey  them  on  their  sugges- 
tions for  DOL  programs. 

One  of  your  questions  asked  what  kinds  of  criticisms  we  have 
received  from  rural  residents.  In  fact,  we  have  not  received  many 
criticisms,  and  we  were  concerned  about  that.  We  found  that  the 
reason  we  had  not  received  a  great  deal  of  criticism — or  not  nearly 
as  much  as  we  got  from  urban  people — was  because  people  in  rural 
areas  and  small  communities  did  not  know  enough  about  what  the 
Department  was  doing,  or  what  CETA  was  doing. 

We  now  have  put  into  place  a  mechanism  which  will  give  the 
Department  the  kind  of  int <*hts  and  feedback  we  need  from  these 
communities  so  that  we  can  do  a  better  job  in  planning  how  to 
improve  our  services  in  rural  areas. 

Authorized  by  title  IX  of  the  OMer  Americans  Act,  the  senior 
community  service  employment  prog,  im,  or  SCSEP,  as  it  is  known, 
offers  subsidized  part-time  employment  opportunities  in  community 
service  work  to  economically  disadvantaged  persons  agred.  55  and 
above.  Currently,  SCSEP  provides  37,400  job  opportunities,  about 
19,000  of  which  will  be  available  to  the  rural  elderly. 

Grantees  under  this  program  include  the  National  Farmers  Union, 
the  green  thumb  program,  and  the  Forest  Service  of  the  U.S.  De- 
partment of  Agriculture. 

Unemployment  insurance  is  the  major  source  of  income  support 
for  experienced  unemployed  workers.  Since  1975,  farmworkers  and 
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migrant  and  seasonal  food  processing  workers  have  been  included 
in  the  temporary  special  unemployment  assistance,  or  SUA,  pro- 
gram. This  program  provides  federally  funded  coverage  for  workers 
not  covered  under  State  unemployment  insurance  laws.  Approxi- 
mately 77,000  agricultural  workers  drew  benefits  under  SUA  in  each 
of  1975  and  1976.  SUA  expires  at  the  end  of  this  year,  but  all  States 
not  already  providing  coverage  of  farmworkers  are  expected  to 
implement  new  Federal  coverage.  Coverage  of  casual  seasonal  farm- 
workers will,  therefore,  depend  on  the  size  of  the  employing  estab- 
lishment. We  believe  that  prior  experience  under  SUA  will  help 
inform  workers  of  their  potential  rights.  Because  of  prior  social 
security  liability,  we  do  not  anticipate  serious  difficulty  with  em- 
ployer confidence. 

Major  research  and  development  efforts  on  rural  areas  in  fiscal 
year  1977  include :  a  continuation  of  the  rural  employment  outreach 

Sroject  on  the  Tennessee-Tombigbee  Waterway  and  the  United 
tates-Mexican  border  industrialization  review;  support  for  a  study 
of  the  employment,  earnings,  and  adverse  impact  of  undocumented 
workers;  an  effort  to  improve  the  relationship  between  Indian  reser- 
vation economic  development  and  CETA  training  plans;  a  demon- 
stration of  the  role  travel  and  tourism  can  play  in  creating  jobs  in 
rural  West  Virginia;  a  comprehensive  study  of  the  factors  which 
affect  the  ability  of  migrant  and  other  seasonal  farmworkers  to  leave 
agriculture;  and  studies  of  the  impact  of  agricultural  technology 
change  on  farm  labor  demand  in  California,  of  rural  labor  market 
segmentation  in  California;  and  of  rural  female  labor  force  partici- 
pation; and  finally,  a  study  of  rural  Civilian  Conservation  Corps 
camps. 

Nonmetropolitan  R.  &  D.  expenditures  in  fiscal  year  1978  will 
probably  exceed  $600,000.  They  include  a  survey  of  innovative  rural 
job  creation  methods,  and  an  analysis  and  projections  of  the  future 
sources  of  seasonal  farm  labor. 

Rural  activities  of  the  Bureau  of  Apprenticeship  and  Training 
include  a  contract  with  the  California  Division  of  Apprenticeship 
Standards  for  the  development  of  training  plans  for  agricultural 
workers.  Technical  services  will  be  provided  in  the  project  by  the 
Rural  Economics  Institute  of  Sacramento,  Calif.  The  project  will 
soon  be  underway.  A  project  has  also  been  funded  in  the  Pacific 
Northwest  which  includes  the  development  of  apprenticeship  op- 
portunities in  Oregon,  Washington,  and  Idaho  for  iarmworkers.  The 
Pacific  Northwest  Rural  Development  Enterprises  will  sponsor  the 
project. 

Also  the  Employment  Outreach  project  on  the  Tennessee-Tombig- 
bee Waterway  has  developed  apprenticeship  opportunities  in  con- 
struction skills  for  poor  rural  minority  workers.  Under  an  affirma- 
tive action  plan,  the  project  recruits  and  trains  local  minorities  in 
apprenticeable  occupations. 

The  Office  of  Youth  Programs  has  assumed  administrative  re- 
sponsibility for  the  new  youth  programs  authorized  by  CETA  and 
other  existing  ETA  programs  for  youth,  including  Job  Corps.  Of 
the  new  youth  programs,  the  one  that  will  have  the  greatest  impact 
on  rural  areas  is  the  Young  Adult  Conservation  Corps,  known  as 
YACC.  YACC  was  initially  funded  for  $232  million,  an  amount 
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sufficient  to  employ  25,000  individuals.  With  funds  transferred  from 
the  Departments  of  Labor,  Agriculture,  and  Interior  are  setting  up 
Young  Adult  Conservation  Centers  on  Federal  lands  under  their 
respective  jurisdictions.  The  Department  of  Labor  is  responsible  for 
recruiting  and  referring  unemployed  youths,  in  the  age  group  from 
16  to  23,  to  work  assignments  at  the  centers,  which  are  managed 
by  the  other  two  agencies. 

The  Jobs  Corps,  an  existing  program  authorized  by  CETA  title 
IV,  provides  intensive  remedial  education  and  vocational  training 
for  severely  disadvantaged  young  persons,  mostly  at  residential 
centers.  About  15  percent  of  all  enrollees  come  from  rural  back- 
grounds. 

In  addition  to  these  employment  and  training  activities  we  are 
doing  a  wide  variety  of  things  to  improve  the  quality  of  employment 
in  rural  areas,  through  the  various  enforcement  activities  of  our 
Fair  Labor  Standards  Act.  There  are  several  other  laws  establishing 
employment  standards  that  have  important  effects  on  rural  life. 

As  you  know,  the  Fair  Labor  Standards  Act,  or  FLSA,  provides 
minimum  wage,  overtime  pay,  equal  pay,  and  child  labor  standards 
protection  for  urban  and  rural  workers.  Enforcement  is  carried  out 
through  90  area  offices,  generally  located  in  metropolitan  areas,  and 
250  subordinate  field  stations  across  the  country. 

This  program  is  very  essential  to  the  welfare  of  low- wage  workers 
such  as  migrant  and  seasonal  farmworkers  because  it  establishes  a 
floor  under  their  wages  and  protects  them  from  wage  exploitation. 
This  act  establishes  a  minimum  wage  for  farmworkers  on  large 
farms  and  on  those  controlled  by  conglomerates.  It  also  establishes 
guidelines  on  the  use  of  child  iabor  in  agriculture  which  are  ap- 
plicable to  most  farms.  ESA  completed  1,654  compliance  actions 
involving  violations  of  the  minimum  wage  and  overtime  provisions 
of  the  FLSA  by  establishments  in  agricultural,  forestry  and  com- 
mercial fishing  areas  during  fiscal  year  1977.  Of  these,  619  establish- 
ments were  found  to  have  violated  the  monetary  provisions  of  the 
law,  with  10,723  employees  due  $1.3  million  in  back  wages.  A  total 
of  $1,038,000  was  restored  to  8,559  employees. 

In  fiscal  year  1977,  investigations  disclosed  663  minors,  including 
548  under  14  years  of  age,  illegally  employed  in  131  agricultural 
establishments.  Of  these,  31  minors  were  employed  in  occupations 
declared  hazardous  by  the  Secretary  of  Labor.  The  Department  of 
Labor  is  authorized  under  the  FLSA  to  assess  civil  money  penalties 
of  up  to  $1,000  for  each  violation  of  the  child  labor  provision.  Civil 
money  penalties  totaling  $98,885  have  been  assessed  against  61 
employers  for  illegally  employing  47  minors  in  agriculture. 

ESA  also  administers  and  enforces  the  Farm  Labor  Contractors 
Registration  Act — or  FLCRA.  This  law  was  enacted  in  response  to 
the  abuses  of  migrant  farmworkers  and  is  aimed  at  improving  their 
working  conditions  and  preventing  exploitation.  It  requires  farm 
labor  contractors  and  their  full-time  or  regular  employees  to  register 
with  the  Department  and  to  meet  certain  requirements  in  their 
dealings  with  migrant  farmworkers,  including  Federal  and  State 
housing  standards. 

Growers,  farmers,  and  other  users  of  migrant  farmworkers  are 
also  required  to  observe  certain  requirements.  During  1977,  ESA 
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registered  about  12,500  farm  labor  contractors  and  employees  who 
employed  nearly  500,000  migrant  farmworkers.  For  1978,  the  number 
of  registrations  is  expected  to  total  over  13,000.  In  fiscal  year  19772 
ESA  conducted  2,32y  investigations  under  this  act,  about  150  or 
which  were  in  response  to  complaints.  We  have  targeted  about  3,200 
investigations  for  fiscal  year  1978.  The  Department  is  authorized 
under  the  act  to  assess  civil  money  penalties  of  up  to  $1,000  for  each 
violation  against  contractors,  employees,  and  users  who  fail  to  com- 
ply with  the  act's  requirements.  Civil  money  penalties  totaling 
nearly  $600,000  involving  more  than  700  investigation  cases,  were 
assumed  in  1977. 

The  Davis-Bacon  and  related  Act,  which  covers  federally  funded 
construction,  and  the  Service  Contract  Act  provide  that  workers 
employed  in  the  performance  of  those  contracts  be  paid  at  a  rate 
not  less  than  wages  prevailing  in  the  locality  for  similar  work 
classifications.  These  programs  apply  equally  to  urban  and  non- 
urban  areas,  and  have  especially  significant  effect  in  areas  of  low 
economic  activity  and  job  scarcity.  A  number  of  Federal  contracting 
agencies  fund  contracts  affecting  rural  areas:  military  installations, 
the  Environmental  Protection  Agency,  Interior,  ERDA,  TVA,  and 
others.  This  type  of  funding  has  been  increasing  in  recent  years  as 
has  other  Federal  funding  to  rural  areas  through  general  revenue 
sharing  and  economic  stimulus  grants. 

The  affirmative  action  programs  for  contract  compliance  can  be 
important  aids  for  minority  workers  in  rural  areas  under  Executive 
Order  No.  11246.  A  strategy  has  been  instituted  to  more  effectively 
apply  affirmative  action  requirements  to  the  construction  industry  in 
nonplan  areas.  Until  recently,  the  program  was  concentrated  on 
"hometown  plan"  areas  which  are  mainly  metropolitan.  The  Ten- 
nessee-Tombigbee  Employment  Outreach  project  demonstrated  the 
effectiveness  of  a  30-county,  affirmative  action  plan  which  considered 
both  the  urban  and  rural  local  minority  worker  pool. 

The  specific  needs  of  rural  women  nave  often  been  neglected. 
The  Women's  Bureau  has  been  conducting  a  series  of  hearings 
on  ihe  employment  and  economic  problems  of  low-income  women. 
The  meetings  were  designed  to  have  low-income  women,  them- 
selves, identify  the  barriers  that  keep  them  from  better  job  and 
economic  opportunities  and  to  provide  opportunity  for  exchange 
of  ideas  between  the  women  and  the  community  resource  people. 
Several  of  these  consultations  have  been  held  in  rural  areas,  such 
as  the  San  Joaquin  Valley  of  California,  the  Yakima  Valley  of 
Washington,  the  Appalachian  area,  the  Clermont-Brown  County 
area  in  Ohio,  and  the  rural  areas  in  the  environs  of  Montgomery, 
Ala. 

The  meetings  have  been  considered  unique  in  many  of  these  areas, 
since  there  have  been  two  previous  opportunities  for  low-income 
women  to  come  together  to  share  ideas  with  each  other  and  to  ex- 
change information  with  agency  and  resource  people  from  their 
communities.  The  Bureau  is  planning  strategies  to  encourage  com- 
munities to  conduct  local  self-help  and  other  followup  activities. 

The  Bureau  is  also  developing  concepts  for  demonstration  projects 
for  the  employment  and  training  of  rural  women.  It  is  preparing  to 
fund  two  projects  to  provide  employment  services  for  women  re- 
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siding  in  isolated  rural  areas.  In  one,  the  American  Friends  Service 
Committee  will  use  mobile  units  to  provide  employment  services  in 
parts  of  Virginia,  West  Virginia,  and  Tennessee.  In  the  other,  the 
National  Council  of  Negro  Women  will  provide  an  employment 
outreach  program  for  rural  Mississippi.  It  will  include  a  day  care 
center  and  training  of  indigenous  rural  women  in  preschool  child 
development.  In  summary,  nearly  50  percent  of  the  current  Women's 
Bureau  budget  has  been  earmarked  for  rural  areas. 

I  turn  now  to  the  Secretary's  Committee  for  Rural  Development. 
This  completes  my  description  of  our  major  rural  programs.  To 
create  a  focal  point  for  rural  activities  in  the  Department,  we  have 
recently  created  the  Secretary's  Committee  for  Rural  Development 
which  is  housed  in  the  Office  of  National  Programs.  Secretary  Mar- 
shall is  Chairperson,  Assistant  Secretary  Ernest  Green  is  Vice 
Chairperson,  and  the  other  Assistant  Secretaries  with  rural  pro- 
grams will  form  the  Council.  Its  mission  will  be  to  strengthen  and 
better  coordinate  DOL  programs  serving  rural  areas,  to  develop 
needed  new  innovative  projects,  and  to  form  the  linkages  with 
other  Federal  departments  necessary  for  cooperative,  coordinated 
efforts.  A  director  for  the  Secretariat  to  this  committee  has  re- 
cently been  hired,  and  a  small  but  skilled  professional  staff  is 
being  assembled.  Since  this  Secretariat  has  just  been  formed,  it  is 
too  early  to  answer  your  question  on  what  we  have  learned  from 
having  such  a  structure.  However,  Secretary  Marshall  places  a  high 
priority  on  the  mission  and  activities  of  the  Secretary's  committee. 

One  of  its  functions  will  be  to  seek  specific  criticisms  of  our 
programs  from  rural  people.  Another  will  be  to  see  that  the  rural 
people  who  need  our  program  the  most — the  poor — will  receive  the 
greatest  attention.  Guidelines  for  CETA  and  other  programs  already 
require  that  the  majority  of  people  served  be  poor;  but  we  intend 
to  target  our  programs  even  more  thoroughly  on  the  economically 
disadvantaged.  The  CETA  title  VI  special  projects  PSE  program 
begun  last  year  is  an  example.  Eligibility  was  restricted  to  those 
who  were  disadvantaged  and  had  been  unemployed  for  a  much 
longer  period,  in  order  to  target  PSE  on  those  who  needed  it  most — 
those  with  the  toughest  employment  programs. 

Coordination  of  rural  poiicy  and  programs  is  an  extremely  im- 
portant goal.  The  Secretary's  Committee  on  Rural  Development  has 
the  responsibility  to  do  this  within  our  own  Department.  Coordina- 
tion is  obviously  vital  not  only  between  Federal  departments,  but 
also  with  State  and  local  governments  and  private  organizations 
active  in  rural  matters. 

We  look  forward  to  cooperating  actively  with  the  Department 
of  Agriculture  and  other  concerned  agencies.  This  hearing  has  pro- 
vided a  valuable  focus  for  this  effort.  An  excellent  example  of  how 
this  interagency  cooperation  can  work  is  a  farmworker  housing  re- 
habilitation and  weatherization  project.  In  this  our  Department  is 
providing  the  training:  funds,  while  USDA  is  paying  for  the  con- 
struction materials.  Other  examples  are  agreements  with  the  De- 
partment of  Energy  to  train  farmworkers  in  the  construction  and 
maintenance  of  nuclear  power  plants  and  in  coal-mining. 

In  your  invitation,  you  also  requested  that  we  comment  on  the 
two  bills  before  the  subcommittee  that  relate  to  rural  development — 
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H.R.  9983  and  H.R.  10885.  In  view  of  the  fact  that  the  President's 
reorganization  project  staff  is  reviewing  many  of  the  issues  which 
affect  rural  America,  we  believe  the  enactment  of  both  these  bills  is 
premature.  We  would  prefer  to  withold  any  specific  comments  until 
we  have  had  an  opportunity  to  review  the  reorganization  staff's 
findings  and  recommendations  on  rural  development. 

^  The  tragic  poverty  in  many  of  our  rural  areas — as  in  our  great 
cities — requires  redoubled  efforts  and  commitment  from  all  of  us. 
We  appreciate  your  committee's  efforts  to  improve  life  in  rural  areas. 
We,  in  the  Labor  Department,  because  we  are  so  committed  to 
improving  coordination,  think  that  it  is  important  for  us  to  proceed 
to  do  what  we  can  within  the  existing  framework  and  to  work  with 
this  committee  and  inside  the  administration  to  develop  a  more 
effective  mechanism,  and  we  look  forward  to  that  activity. 

This  concludes  my  prepared  statement.  I  shall  be  happy  to  answer 
any  questions  that  you  may  have  at  this  time. 
Mr.  Nolan.  Thank  you  very  much  for  your  statement,  Mr.  Godwin. 
I  would  like  to  now  recognize  any  member  for  questions.  Mr. 
Breckinridge. 

Mr.  Breckinridge.  Thank  you.  Mr.  Godwin,  I  am  delighted  to 
see  vou  again,  sir.  We  are  delighted  to  have  you  with  us. 
Mr.  Godwin.  Thank  you,  sir. 

Mr.  Breckinridge.  I  detected  the  strategy  of  the  administration, 
finally.  A  long  time  ago  I  spent  a  period  in  a  little  country  called 
Albania.  Their  vocabulary  consisted  of  somewhere  between  750 
and  780  words  and  it  did  not  include  the  word  "premature." 

If  we  took  that  away  from  all  of  you  witnesses,  we  would  have 
this  bill  on  the  road. 

I  want  to  thank  you  for  your  testimony.  You  have  a  very  large, 
and  a  very  considerable,  and  a  very  important  responsibility  with 
many,  many  areas  that  affect  the  lives  of  our  most  needy  and  de- 
prived people. 

I  congratulate  you  on  the  job  you  are  doing  and  I  wish  you  well 
in  it. 

Were  you  here,  by  any  chance,  when  I  was  discussing  with  some 
of  the  other  witnesses  the  congressional  rural  caucus'  job  creation 
program  that  I  think,  perhaps,  you  are  familiar  with  in  general 
terms?  If  not,  I  would  like  to  take  a  minute  to  discuss  it. 

Mr.  Godwin.  I  was  not  here,  sir.  I  would  appreciate  it  if  you 
would  do  that. 

Mr.  Breckinridge.  I  will  not  clutter  the  record  too  much  at  the 
risk  of  boring  everybody.  I  have  specific  reference  to  page  7  in 
your  prepared  testimony,  and  the  lead  line,  of  course,  makes  refer- 
ence to  major  research  and  development  efforts  on  rural  areas  in 
fiscal  year  1977.  I  am  addressing  your  attention  to  fiscal  year  1979, 
and  we  are  now  going  into  fiscal  year  1978. 

I  am  directing  your  attention  to  the  problems  that  we  perceive  in 
the  congressional  rural  caucus  as  being  not  peculiarly  rural  in  their 
orientation  and  nature,  but  because  we  know  that  the  major  poor 
centers  suffer  from  severe  unemployment  problems.  However,  we 
all  know  about  the  substandard  dwellings  in  rural  America,  and  the 
poor  transportation  that  is  there,  and  the  lower  standard  of  living 
is  there  in  terms  of  education,  and  health,  and  so  on. 
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As  testimonies  indicated  this  morning,  a  counter  move  is  under- 
way and  a  significant  portion  of  our  population  is  going  back  to 
the  areas  from  which  they  migrated  20,  or  30,  or  50  years  ago. 

We  have  to  anticipate  and  provide  for  that  in  two  ways.  We  have 
to  generate  jobs  so  that  we  do  not  suffer  from  unemployment  and 
underemployment  today,  but  we  need  also  to  create  infrastructures 
and  situations  that  will  encourage  the  attraction  of  business  and 
job-creating  businesses  that  will  in  themselves  elevate  the  standard 
of  living  and  provide  the  revenue  necessary  to  take  care  of  that 
growth. 

Now,  all  of  these  programs,  I  have  voted  for.  I  have  supported 
them.  I  am  getting  tired  of  voting  for  them  and  "supporting"  them. 
I  do  so  because  of  their  necessity  and  because  they  reflect  an  attempt 
on  the  part  of  our  people  to  correct  a  breakdown  in  our  system. 

To  the  extent  that  our  svstem  fails  to  provide  jobs  and  employment 
and  a  standard  of  living  for  our  people  above  the  poverty  level,  then 
society  does. 

But  the  real  answer  to  that  problem  is  to  make  the  system  function 
and  in  the  free  enterprise  sector,  make  it  possible  for  these  new 
jobs  to  come  into  being  which  are  permanent  and  continuing  jobs. 
These  are  not  to  be  temporary  jobs  that  must  be  funded  every  year. 

Incidentally,  I  voted  for  Humphrey-Hawkins  after  I  got  my 
amendment  put  on  it,  which  I  will  describe  for  you  in  a  moment. 

To  the  extent  that  we  are  able  to  redress  that  imbalance  which 
exists  in  our  economy  at  present  and  which  this  administration  in- 
herited from  prior  administrations,  and  to  the  extent  that  we  are 
able  to  redress  that  imbalance,  we  are  able  to  reduce  deficit  financing 
and  the  pressures  on  inflation,  and  the  needs  and  wants  of  our  people, 
and  the  bureaucracy  that  is  presently  necessary  to  service  that  need. 
That  is  a  statement  of  principle. 

Now,  the  program  to  do  that  exists.  It  exists  in  Mr.  Alexander 
Mercure's  office,  and  in  the  Farmers  Home  Administration,  which 
Ray  Marshall,  the  Secretary  of  Labor  is  eminently  acquainted  with. 
I  am  proud  to  claim  him  as  a  fellow  who,  if  he  didn't  come  from 
Kentucky,  passed  through  long  enough  to  acquire  some  of  its 
attributes. 

The  Small  Business  Administration  and  the  Department  of  Com- 
merce Economic  Development  Administration  are  old,  and  tested, 
and  tried,  and  eminently  successful  job-creating  instrumentalities. 
They  do  it  in  the  private  sector,  primarily  with  private  dollars  that 
cost  you  and  me,  the  taxpayer,  virtually  nothing.  They  do  it  at  a 
profit  to  you  and  me  as  taxpayers. 

They  generate  revenue  receipts  instead  of  costing  revenue  receipts. 
They  reduce  unemployment  in  significant  magnitudes  exponentially 
as  loan  magnitudes  increase. 

For  example,  it  takes  roughly,  the  basis  of  SBA  experience,  $10,- 
000  to  generate  a  job.  You  and  I  know  that  under  the  CETA  pro- 
gram and  the  other  economic  stimulus  programs  that  we  voted  in 
last  year  and  will  be  continuing  this  year,  that  it  costs  anywhere 
from  $10,000  to  $20,000  to  generate  a  public  service  job  that,  at  the 
end  of  the  year,  is  still  standing  in  line  waiting  for  another  appro- 
priation to  take  care  of  it. 
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turn  the  profit  which  I  am  speaking  of  which  is  almost  a  dollar  re- 
turned for  a  dollar  invested,  is  such  that  if  we  put  a  $20  billion 
authorization  on  FmHA,  whether  Alex  Mercure  wanted  it  or  not, 
and  even  if  he  did  not  use  it  all,  which  would  embarrass  him,  I  am 
told  by  his  friends,  but  only  used  half  of  it,  like  $10  million,  then 
he  would  generate  something  in  the  neighborhood  of  almost  3  mil- 
lion jobs.  Or  if  you  want  to  cut  it  in  half,  you  would  have  a  million 
and  a  half,  if  the  statistics  are  off. 

My  friend,  Vernon  Weaver,  had  a  similar  blessing  from  we,  here 
in  tne  Congress,  in  our  omnipotent  wisdom.  And  if  we  would  lift 
that  ceiling  so  that  instead  of  $2.7  or  $3.5  billion  this  year,  he  would 
have  $5  billion,  $7.5  billion,  and  $10  billion.  On  the  basis  of  experi- 
ence in  1976  and  1977,  if  you  can  believe  the  Republican  and  the 
Democratic  figures — and  some  people  say  that  figures  lie,  but  nobody 
says  that  the  Democrats  and  Republicans  do,  particularly  when 
thev  seem  to  coincide  in  their  conclusions.  Then  we  have  got  the 
Golden  Goose — we  iust  can't  get  it  to  lay  an  egg^  which  is  to  create 
jobs  at  no  expense,  but  at  a  profit  to  the  taxpayer  and  tremendously 
facilitate  the  solution  of  the  problem  in  the  Department  of  Labor, 
and  the  agencies  for  which  you  are  responsible. 

I  think  my  question  is  this,  and  I  will  answer  it.  Has  the  Secretary 
seen  the  letter  which  I  addressed  to  him  on  the  first  of  February  last 
year?  I'm  sure  the  answer  is  no.  I  don't  recall  when  he  became  Sec- 
retary, but  would  vou  find  it  for  him,  and  would  you  also  find  the 
letter  which  I  addressed  to  him  this  year,  outlining  this  proposal 
and  incorporating  an  $18  billion  program  for  fiscal  year  1979  for 
FHA.  Then  just  tell  him  that  I  wrote  a  letter  to  the  chairman  of  the 
Small  Business  Administration  Committee,  which  did  not  impress 
him  a  bit,  either,  recommending  a  $20  billion  ceiling  for  them. 

So,  you  can  just  say  20  for  FHA,  and  20  for  SBA,  for  job  crea- 
tion purposes  in  the  private  sector  at  no  cost  and  only  a  profit  to  the 
taxpayer. 

Then,  perhaps  we  could  undertake,  along  with  other  majo^  t&~ 
search  and  development  efforts,  an  analysis  and  a  study,  as  well  as  * 
critique  of  what  I  have  alleged,  and  go  ahead  and  disprove  it.  W^o^* 
you  do  that  ?  If  you  don't  disprove  it,  then  join  me  in  bringing  ft  to 
the  attention  of  the  White  House,  in  the  facilitation  of  the  disc^^rg6 
of  your  duties  and  the  early  employment  of  our  less  fo^tvitiat© 
friends,  and  neighbors,  and  citizens. 

Let  me  say  in  conclusion  that  the  amendment  that  persua<j^  *  me 
to  vote  for  Humphrey-Hawkins,  which  my   friend  Gus  H^^kins 
accepted  and  the  Democratic  leadership  accepted,  and  the  R^^jblu 
can  leadership  accepted,  very  simply  directed  the  President,  t^fwjueV 
his  cabinet,  to  study  the  details  of  these  "charges"  that  I  am  rrxakir* 
and  allegations,  and  report  back  to  the  Congress  with  such    x^Tc<> 
mendations  as  appear  appropriate.  I  am  just  suggesting  to  yo\j  ^j  _ 
you  get  an  early  start  and  since  Alex  Mercure  is  sitting  bae^  th^^ 
I  am  asking  him  to  get  an  early  start  also.  That  niatter    xiow 
course,  depends  on  the  Senate  side.  I  trust  that  it  will  stay  itx.  ^  trvzn: 
we  will  have  this  identification  of  this  area  of  potently  ccmt,r\\>\it\^ 
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to  the  solution  of  our  two  twin  evils — unempolyment  and  inflation. 
If  we  would  whip  those  we  might  even  find  enough  dollars  around 
to  secure  our  national  defense  and  survive  as  a  free  society,  which 
right  now  I  suspect  we  may  not. 

Thank  you  very  much. 

Mr.  Godwin.  In  response  to  that,  sir,  let  me  say  that  we  appreciate 
your  support  for  Humphrey-Hawkins.  We  also  appreciate  your  un- 
derstanding of  the  importance  of  attacking  employment  and  infla- 
tion simultaneously  which  is  the  basic  position  we  have  taken  in  the 
Department  and  in  the  Administration. 

The  general  thrust  of  what  you  just  said  is  consistent  with  what 
Secretary  Marshall  is  trying  to  do  with  the  CETA  system. 

As  you  know,  we  are  now  in  the  process  of  gearing  up  for  our 
major  initiative  under  CETA,  which  we  will  call  private  sector 
initiative.  We  are  trying  to  now  begin  to  move  people  who  were 
brought  on  in  public  service  employment  jobs,  mainly  as  an  emer- 
gency relief  measure,  into  permanent,  unsubsidized  jobs.  We  con- 
sider that  to  be  the  major  test  of  our  ability  to  administer  employ- 
ment and  training  activities. 

So,  we  welcome  any  support  that  our  sister  agencies  may  get  that 
would  assist  them  to  expand  private  sector  job  opportunities  at  the 
same  time  that  we  provide  increased  incentives  to  all  of  our  CETA 
prime  sponsors  ana  grantees  to  move  people  from  subsidized  em- 
ployment and  training  slots  into  unsubsidized  private  sector  jobs. 

Mr.  Breckinridge.  I  cannot  overemphasize  the  importance  of  that 
or  commend  you  too  highly  for  it.  I  think  you  have  your  eye  right 
on  the  point.  It  is  tremendously  important. 

Let  me  suggest  this  for  your  consideration,  however.  I  will  con- 
tinue to  support  their  program,  by  the  way. 

But  the  major  contractors  with  whom  you  are  doing  business, 
starting  with  General  Motors  on  down,  are  not,  and  I  repeat,  not, 
the  creators  of  the  jobs.  Between  1969  and  1976,  14  million  people 
came  into  the  labor  force.  Nine  million  new  nonmilitary,  nongov- 
ernment jobs  were  filled. 

For  a  sick  economy — and  we  talk  about  how  sick  we  are — that  is 
pretty  good.  Nine  million  new  jobs  filled. 

Where  were  they  filled? 

The  Fortune  500  created  exactly  22,000  of  those  jobs.  The  Fortune 
Second  500  created  exactly  55,000  of  those  jobs.  What  I  am  telling 
you  is  that  the  thousand  largest  corporations  in  the  nation  control- 
ling practically  50  percent  of  its  assets  generated  75,000  out  of  9  mil- 
lion new  jobs. 

With  those  data  before  the  Department  of  Labor,  it  would  appear 
to  me  that  you  have  a  primary  interest  in  and  responsibility  for  any- 
thing that  stimulates  the  economy  in  the  small  business  sector.  They 
are  at  every  crossroad,  of  course.  They  are  in  every  county.  They 
pick  up  that  fellow  who  is  half  time  on  his  farm  and  half  time 
working  at  other  work  which  makes  it  possible  for  him  to  make  ends 
meet  while  his  wife  does  the  same  thing. 

It  is  there,  and  this  is  not  just  the  crossroads.  Its  in  the  under 
25,000  and  the  over  25,000  areas.  Its  in  the  under  50,000  and  the  over 
50,000  communities,  and  it  is  in  New  York  City  also.  It  is  subject  to 
targeting  also. 
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But,  if  we  want  to  really  bring  to  bear  the  controlled  and  stifled 
and  suffocating  forces  of  our  economic  system  on  inflation  and  on 
unemployment — and  I'll  point  you  to  the  way — and  if  you'll  find 
that  correspondence,  I  would  like  to  pursue  it  further  with  you,  be- 
cause that  is  where  it  is.  That  is,  of  course,  just  a  smaller  piece  of  a 
larger  problem,  but  it  is  time  we  start  focusing  on  it. 

Mr.  Godwin.  We  will  find  this  correspondence  and  bring  it  to  the 
attention  of  the  Secretary.  I  am  sure  that  he  will  respond  to  it.  I 
might  just  add  that  our  private  sector  initiative  activity  is  deliber- 
ately structured  in  such  a  way  as  to  be  highly  decentralized.  We 
want  to  operate  through  local  employer  business  advisory  councils. 
Only  a  tiny  amount  of  the  total  appropriated  will  be  used  for  con- 
tracts with  the  national  corporations  from  the  national  level.  We 
have  eliminated  a  number  of  the  restrictions  that  have  characterized 
our  programs  before  which  made  it  difficult  for  small  firms  to  par- 
ticipate. 

I  think  that  what  we  envision  to  do  under  that  activity  will  be 
very  favorable  to  small  business,  and  particularly  in  rural  areas.  We 
expect  that  a  proportionate  share  of  the  funding  will  go  to  rural 
areas. 

Mr.  Breckinridge.  I  thank  you  very  much,  and  I  wish  you  luck 
in  what  you  are  doing. 

Thank  you,  Mr.  Chairman. 

Mr.  Nolan.  Mr.  Breckinridge,  thank  you. 

Mr.  Godwin,  we  thank  you  for  your  informative  statement. 

If  there  are  no  more  questions,  we  will  call  on  our  next  witness, 
Mr.  Robert  Landmann,  Assistant  Director  for  Policy  Planning  and 
Evaluation,  Community  Services  Administration. 

Mr.  Landmann,  we  welcome  you.  You  may  proceed. 

STATEMENT  OF  ROBERT  S.  LANDMANN,  ASSISTANT  DIRECTOR, 
OFFICE  OF  POLICY,  PLANNING  AND  EVALUATION,  COMMUNITY 
SERVICES  ADMINISTRATION 

Mr.  Landmann.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  thank  you  for  your  invitation  to  testify  here  about 
the  rural  development  activities  of  the  Community  Services  Admin- 
istration and  to  share  with  you  our  views  about  H.R.  10885  and 
H.R.  9983.  I  am  here  in  order  to  underscore  the  interest  of  my  agen- 
cy and  its  constituents,  the  poor,  in  rural  development  that  focuses 
on  the  needs  of  rural  people.  Detailed  answers  to  your  questions  are 
the  subject  of  my  written  testimony  which  has  been  submitted  for 
the  record.  I  wili  use  this  opportunity  to  highlight  those  comments. 

As  you  know,  the  programs  of  the  Community  Services  Admin- 
istration are  directed  at  the  low-income  population;  a  dispropor- 
tionate share  of  that  population  lives  in  rural  areas. 

The  antipoverty  programs  of  CSA  are  carried  out  through  a  net- 
work of  field  organizations — community  action  agencies,  community 
development  corporations,  at  the  local  level;  State  economic  oppor- 
tunity offices  at  the  State  level  and  a  changing  array  of  limited  pur- 
pose agencies  with  varying  geographic  jurisdictions. 
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Within  CSA,  rural  activities  are  not  the  sole  responsibility  of 
only  one  office;  virtually  every  unit  of  the  agency  has  some  interest 
in  rural  development  activities.  In  some  cases,  agency  programs  in- 
clude both  rural  and  urban  organizations  as  eligible  grantees.  A 
primary  example  is  our  energy  program.  It  is  up  to  the  grantee, 
whether  it  is  a  local,  rural,  or  urban  organization  to  carry  out  that 
effort  in  the  way  that  best  meets  the  needs  of  its  constituent  poor. 
In  other  cases,  the  problem  addressed  has  a  specific  rural  manifesta- 
tion which  determines  its  dimensions.  A  good  example  is  our  rural 
housing  activity. 

CSA  currently  has  an  appropriation  of  $6  million  under  section 
232  of  the  CSA  Act  earmarked  for  rural  housing.  The  range  of  ac- 
tivities carried  out  by  these  grantees  is  extensive  and  includes  the 
following : 

First,  small  town  community  development  projects  which  provide 
technical  assistance  to  effect  infrastructure  development. 

Second,  management  services — to  assist  grantees  in  the  acquisition 
and  maintenance  of  default  housing  for  low-income  individuals. 

Third,  innovative  housing  packaging  programs  which  will  assist 
low-income  groups  in  developing  effective  packaging  techniques. 

Fourth,  statewide  housing  development  corporations  which  are 
designed  to  provide  technical  assistance,  seed  money,  training,  and 
advocacy  support  for  local  grantees  and  low-income  families. 

Fifth,  development  of  housing  factory  delivery  systems  which  are 
designed  to  improve  upon  the  efficiency  of  the  construction  tech- 
niques used  in  building  low-cost  housing. 

Sixth,  an  investment  housing  subsidy  program.  This  program  is 
designed  to  conduct  experiments  on  alternative  financing  mecha- 
nisms for  low-cost  housing  production. 

In  certain  other  instances,  we  provide  services  and  support  to  spe- 
cific rural  populations,  such  as  migrant  and  seasonal  farmworkers. 
In  fiscal  year  1977  farmworker  programs  for  CSA  totaled  $7.2  mil- 
lion. This  included  $2.7  million  for  community  food  and  nutrition 
through  seven  conduit  agencies  on  the  migrant  stream,  $2.4  million 
for  emergency  energy  conservation,  and  $2.1  million  for  research 
and  demonstration  and  training  and  technical  assistance. 

Research  and  demonstration  activities  included  establishment  of 
a  data  collection  network,  energy  research  and  development,  estab- 
lishment of  a  hotline  for  migrants  in  need  of  assistance,  and  a  feasi- 
bility study  of  health  benefit  coverage  for  farmworkers.. 

Programmatically,  CSA  has  a  long  and  varied  experience  in  rural 
areas,  encompassing  diverse  efforts.  I  would  like  to  review  our  ex- 
perience in  just  one  small  problem  area  to  give  you  an  idea  of  what 
this  has  been.  The  marginal  farmer  has  always  been  an  OEO/CSA 
constituent.  Early  efforts  focused  on  agricultural  cooperatives  which 
were  supported  for  a  number  of  years  as  part  of  our  economic  de- 
velopment efforts.  During  the  past  several  years  we  have  developed 
projects  which  focus  on  the  energy  use  of  small  farms,  attempting 
to  reduce  this  major  production  expense  and  increase  the  independ- 
ence and  financial  viability  of  such  enterprises. 

Today,  we  anticipate  a  joint  sponsorship  with  USDA  of  a  series 
of  conferences,  one  in  each  of  five  geographic  regions,  on  the  prob- 
lems of  the  small  farmer. 
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The  five  regional  sessions  will  treat  a  common  agenda.  There  are 
three  major  outcomes  expected  of  the  conferences: 

First,  the  specification  of  problems — conditions  and  causes — which 
are  important  to  small  farmers; 

Second,  more  direct  access  to  Federal  programs  which  are  in- 
tended to  assist  the  small  family  farmer  and  identification  of  pro- 
gram improvements; 

Third,  preparation  of  priority  needs  for  the  administrations  fiscal 
year  1980  policy  and  budget  statement. 

The  general  mandate  of  the  CSA  is  to  serve  low-income  people; 
certain  specific  sections  of  our  legislation  remind  us  that  this  direc- 
tive is  to  be  implemented  in  a  .way  that  allows  rural  residents  to 
achieve  economic  self-sufficiency  and  remain  in  rural  areas.  During 
the  past  several  years,  CSA  has  not  been  an  exception  to  the  Federal 
pattern  of  underserving  rural  areas,  and  the  magnitude  of  funding 
has  lagged  behind  the  magnitude  of  rural  poverty. 

Recently  several  efforts  of  an  administrative  nature  have  been 
initiated  which  we  think  will  be  very  helpful  in  improving  the 
capacity  of  CSA  to  respond  to  the  needs  of  its  rural  constituents. 

Between  October  and  December,  1977,  CSA  conducted  a  series  of 
public  policy  forums  in  each  of  the  10  Federal  regions.  During  these 
open  meetings  approximately  600  of  CSA's  constituents  spoke  to 
their  program  needs,  their  frustrations  with  the  existing  mecha- 
nisms for  service  delivery  and  their  concerns  about  inconsistent  and 
conflicting  Federal  programs  and  policies. 

Regardless  of  geographic  region,  spokespersons  for  the  rural  poor 
noted  that : 

The  most  consistent  problems  of  the  rural  poor  are  inadequate  or 
nonexistent  housing,  lack  of  transportation,  or  accessibility  to  trans- 
portation ; 

The  most  consistent  noted  absence  was  the  lack  of  an  infrastruc- 
ture for  delivering  services,  for  example,  access  and  connection  to 
water  and  sewer; 

The  lack  of  an  economic  base  cripples  job  creation  and  permanent 
employment  opportunities; 

Conflicting  eligibility  criteria  and  duplication  of  client  intake 
forms  and  information,  data  and  collection  systems  among  Federal 
funding  sources  divert  program  funds  and  staff  from  service  de- 
velopment and  delivery.  Outreach  and  transportation  are  the  key 
elements  in  rural  service  delivery.  As  one  witness  noted,  "Outreach 
should  be  constant  and  consistent;  people  hurt  just  as  much  in  rural 
areas  and  fall  through  more  program  cracks."  More  outreach  is  still 
needed. 

By  the  same  token,  rural  CAAS  need  more  training  and  technical 
assistance  in  grantsmanship  and  program  development; 

Finally,  Federal  nonfarm  poverty  thresholds  perpetuate  the  eco- 
nomic myth  that  it  is  less  expensive  to  live  in  rural  America.  As  one 
respondent  noted,  "for  the  rural  poor  and  the  elderly  regardless  of 
location,  inflation,  and  the  financial  crisis  caused  by  energy,  food, 
and  the  higher  fuel  transportation  costs  make  it  almost  impossible 
to  survive." 
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You  raise  an  interesting  set  of  issues  in  the  questions  probing  for 
mechanisms  by  which  rural  constituents  or  program  beneficiaries 
can  make  their  views  known  to  the  agency. 

As  a  leading  advocate  of  citizen  and  recipient  participation  in  all 
phases  of  program  and  project  development,  CSA  supports  a  num- 
ber of  such  mechanisms.  Each  of  the  special  problem  areas  which 
we  address  has  some  sort  of  informal  advisory  group  of  grantees 
who  work  with  us  to  determine  how  we  can  best  approach  the  prob- 
lem. We  are  thus  constantly  apprised  of  the  best  thinking  of  a  group 
of  people  who  are  most  familiar  with  the  problems. 

Some  groups  exist  and  have  met  regularly  to  consider  such  di- 
verse problems  as  energy,  housing,  opportunities,  and  services  for 
senior  citizens,  community  food  and  nutrition.  Rural  project  repre- 
sentatives are  not  convened  separately  but  participate  fully  within 
each  of  these  groups. 

However,  the  requested  $12  million  increase  in  fiscal  year  1979 
funds  for  community  action  agency  support  is  specifically  intended 
to  further  program  growth  and  strengthening  of  "smaller"  grantees — 
the  majority  of  which  serve  rural  areas. 

A  final  area  of  interest  expressed  through  your  questions  is  that 
of  our  views  on  H.R.  10885,  and  H.R.  9983,  and  the  concepts  which 
they  include. 

The  Community  Services  Administration  generally  supports  the 
concept  of  an  interagency  rural  development  coordinating  council 
proposed  in  H.R.  10885,  and  now  embodied  in  the  Assistant  Secre- 
taries Working  Group  for  Rural  Development.  Difficulties  expe- 
rienced under  the  current  structure  can  be  viewed  as  pertinent  and 
should  be  considered  when  changes  are  revised. 

We  have  consistently  been  active  in  this  group  and  feel  that  many 
difficulties  have  grown  from  the  relatively  low  priority  which  has 
been  accorded  to  rural  development  efforts  in  the  past.  Any  changes 
which  elevate  the  importance  of  rural  development  on  the  agendas 
of  Federal  agencies  would  be  helpful. 

The  pattern  of  short-funding  rural  areas  which  has  been  typical 
of  most  Federal  agencies  distributing  benefits  across  the  board  is 
made  even  more  critical  when  those  resources  are  not  distributed  in 
a  coordinated  manner.  The  persistent  absence  or  fragility  of  an  or- 
ganizational infrastructure  necessitates  thoughtful  consideration  at 
the  Federal  level  of  how  programs  can  be  made  workable  in  rural 
areas.  The  current  dynamics  of  rural  growth  and  development  make 
the  collection  and  comparability  of  usable  information  critical. 

We  would  support  efforts  to  increase  agency  attentions  to  these 
critical  matters  and  assist  in  organizing  the  Federal  rural  effort. 
Were  the  council  enacted,  CSA  would  provide  appropriate  level 
participation  and  agency  support. 

With  respect  to  H.R.  9983  which  proposes  the  creation  within 
TTSDA  of  a  nonmetro  community  development  block  grant  program 
for  towns  of  20,000  and  less,  I  would  like  to  point  out  that  CSA 
supported  a  study  on  the  early  implementation  of  the  CDBG  pro- 
gram in  nonmetro  areas.  That  study  was  carried  out  by  Rural  Amer- 
ica, Inc.,  and  has  been  referenced  carefully  in  the  presentation  of  its 
executive  director,  Clay  Cochran.   Similarities  in  our  conclusions 
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about  the  concepts  embodied  in  this  legislation  can  be  directly  at- 
tributable to  the  common  source  of  information. 

We  would  like  to  make  the  following  observations : 

We  support  fully  the  principle  of  required  citizen  participation 
in  the  development  of  grant  applications,  before  submission  to  the 
Secretary.  We  believe,  however,  that  the  process  should  insure  the 
inclusion  of  residents  within  the  proposed  impacted  area.  The  spe- 
cific participation  of  these  residents  would  assist  in  the  formulation 
of  balanced  community  objectives. 

We  also  strongly  support  the  notion  of  allowing  applicants  to  in- 
clude programs  providing  for  "health,  social  and  similar  service"  as 
f)art  of  the  program  activities  to  be  developed.  In  this  area,  we  be- 
ieve  that  community  action  agencies,  community  development  cor- 
porations, and  other  community  based  organizations  could  provide 
valuable  technical  assistance. 

We  would  also  suggest  that,  once  the  program  is  under  way,  the 
community  as  well  as  the  residents  of  the  proposed  impacted  area 
should  be  given  the  opportunity  to  evaluate  the  program  develop- 
ment. This  evaluation  at  the  local  community  level  would  indicate 
whether  program  objectives  are  being  accomplished.  But,  we  are 
concerned  about  the  advisability  of  establishing  a  separate  commu- 
nity development  block  grant  program  for  nonmetro  towns  of 
20,000  people  and  under.  The  proposed  legislation  severs  the  ties 
between  funding  for  the  rural  and  urban  portions  of  what  we  be- 
lieve to  be  a  single  national  objective — community  development. 

Finally,  in  any  proposed  distribution  of  funds  for  community  de- 
velopment in  nonmetro  areas,  we  believe  that  needs  could  be  meas- 
ured more  effectively  by  including  poverty  guidelines  as  one  of  the 
indicators.  This  factor  would  enable  a  more  accurate  identification 
of  the  communities  with  greatest  needs. 

I  would  also  recommend  that  the  Rural  America  report,  "Limited 
Access,"  be  studied  carefully  by  those  interested  in  altering  the 
CDBG  program  in  ways  that  would  benefit  nonmetro  areas. 

Mr.  Chairman,  I  thank  you  for  this  opportunity  to  testify,  and  I 
would  be  happy  to  respond  to  any  questions. 

Mr.  Nolan.  Thank  you  very  much,  Mr.  Landmann. 

[The  responses  to  the  questions  submitted  to  Community  Services 
Administration  may  be  found  on  p.  581.] 

Mr.  Nolan.  Mr.  Breckinridge,  do  you  have  any  questions? 

Mr.  Breckinridge.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  the  witness  for  his  contribution.  I  am  familiar 
with  the  work  of  this  agency  in  my  own  district.  You  do  not  cover 
all  of  my  counties,  but  you  are  in  some  of  them.  You  have  some  900, 
I  think,  throughout  the  country.  Am  I  correct? 

Mr.  Landmann.  Community  Action  agencies? 

Mr.  Breckinridge.  Yes. 

Mr.  Landmann.  I  think  there  are  878. 

Mr.  Breckinridge.  I  see.  I  round  that  off  at  900. 

You  do  a  good  job. 

I  am  interested  in  your  idea-hunting  program  here,  with  the 
I7SDA.  On  page  4  you  outline  a  jointly  sponsored  program  consist- 
ing of  a  series  of  conferences,  one  in  each  of  five  geographic  regions, 
on  the  problems  of  the  small  farmer. 
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Then  you  note  without  reference  to  having  conducted  those  hear- 
ings and  had  the  benefit  of  that  advice,  that  you  can  give  us  a  pretty 
good  indication,  over  on  page  6  of  your  prepared  testimony,  that 
regardless  of  geographic  regions,  the  spokespersons  for  the  rural 
poor  consistently  address  certain  community  deficiencies.  I  would 
have  to  subscribe  to  the  correctness  of  that  identification  and  say 
that  what  you  will  be  doing  is  refining,  and  extending,  and  enlarge 
ing  that  in  your  regional  hearings, 

I  take  it  that  you  have  10  States  to  a  hearing,  but  what  are  you 
using  as  a  region? 

Mr.  Landmann.  We  used,  in  our  hearings,  the  10  Federal  region?. 
Not  all  agencies  use  those  regions.  I  believe  XJSDA  uses  separate 
regions  for  some  of  its  programs,  but  HEW  uses  those  regions,  and 
we  use  those  regions. 

Mr.  Breckinridge.  These  are  the  regions  that  were  brought  into 
being  under  the  last  administration  to  attempt  to  decentralize  the 
Federal  establishment,  is  that  correct? 

Mr.  Landmann.  That  is  correct. 

Mr.  Breckinridge.  Mr.  Mercure  and  I  seem  to  have  a  lot  in  com- 
mon here  today.  We  held  such  a  conference  with  the  Congressional 
Rural  Caucus  in  Kentucky. 

We  spent  2  days  with  some  500  participants,  and  we  brought  in 
at  the  Federal  level,  Mr.  Mercure  and  Mr.  Weaver,  and  people  at 
that  level,  and  then  we  brought  in  the  Governor,  and  people  at  the 
counterpart  level. 

Then  we  brought  in  the  private  sector,  and  the  local  communities. 
We  tried  to  address  ourselves  to  this. 

We  had  a  device  available  to  us  called  the  Appalachian  Regional 
Commission.  It  is  a  satellite  TV  program  that  is  in  place  over  the 
13  States  constituting  the  Commission.  We  fed  them  into  our  pro- 
gram and  then  we  called  upon  them  for  a  critique  of  what  they 
heard.  I  could  tell  you  one  or  two  things  they  heard  very  quickly. 
No.  1,  I  spent  too  much  time  introducing  people  because  I  was  so 
impressed  by  their  importance,  starting  with  Alex  Mercure,  and 
No.  2,  that  they  talked  too  much  and  said  too  little.  No.  3,  that  we 
could  have  gotten  the  same  thing  done,  probably,  with  more  careful 
management.  But  the  purpose  of  the  hearing  was — it  was  a  confer- 
ence and  a  hearing,  as  a  matter  of  fact.  The  purpose  of  making  it 
a  hearing  as  well  as  a  conference  was  to  give  it  official  standing,  and 
we  now  have  a  transcript  that  is  a  record  of  three  congressional 
standing  subcommittees  that  cosponsored  this  proceeding.  I  just 
throw  that  comment  out  for  your  consideration  because  one  of  the 
things  you  are  going  to  do  is  something  of  tremendous  importance 
to  this  committee,  the  Congress,  and  the  people  of  this  country. 
That  is,  that  you  are  going  to  be  on  a  factfinding  mission,  and  if 
you  give  it  that  status,  then  you  involve  the  legislative  branch,  and 
you  already  are  the  executive  branch. 

I  think  that  whenever  we  find  a  chance  to  do  these  things  in  con- 
cert, that  we  all  profit  by  it. 

This  subcommittee,  through  Chairman  Nolan,  a  subcommittee 
which  I  chair  over  in  the  Small  Business  Committee  on  Antitrust, 
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Consumers  and  Employment,  and  another  subcommittee  of  the  Com- 
mittee on  Agriculture,  Mr.  Ed  Jones'  Subcommittee  on  Conserva- 
tion and  Credit,  were  the  three  cosponsoring  subcommittees. 

We  have  documented  whatever  those  people  had  to  say  to  each 
other  in  a  free  exchange  and  criticism  of  Federal  agency  programs, 
and  identification  of  problems,  and  proposal  solutions,  which  we 
plan  to  carry,  ultimately,  to  a  mini- White  House  Conference  on 
Rural  America. 

I  think  here  is  a  great  opportunity  to  enlarge  upon  that  concept 
and  give  consideration  to  the  formalization  of  it  as  an  executive 
and  a  legislative  undertaking.  I  suggest  that  for  consideration. 

Then  we  would  begin  to  arrive  at,  at  least,  one  thing  that  is 
awfully  hard  to  find  in  Washington.  That,  namely,  is  an  agreed 
upon  fact. 

You  know,  if  we  can  stop  our  disagreements,  or  start  them  after 
the  level  of  fact  that  is  in  issue,  then  we  would  probably  be  a  light 
year  ahead  up  here  on  the  Hill.  I  think  we  might  find  it  worth  pur- 
suing this  sort  of  an  approach,  and  I  would  say  to  you  that  when 
you  come  back  from  those  five  regional  hearings,  then  you  would  be 
hard  put  to  have  someone  say,  "Ye  nay"  because  you  could  very 
carefully  develop  what  it  is  you  want  not  to  prove,  but  to  find  out. 
Then,  by  determining  in  concern,  on  both  sides  of  the  aisle,  and  with 
all  agencies  with  their  special  interests,  what  it  is  you  are  going  to 
find  out  and  project  that  in  advance.  Then  make  certain  that  you 
have  the  Federal,  the  State,  the  local,  and  the  private  participation 
that  is  broadly  representative.  Then  you  have  a  new  ballgame  in 
Government,  of,  by,  and  for  the  people.  It  is  high  time  we  got  about 
it  again. 

So,  I  would  encourage  you  in  what  you  are  undertaking.  I  think 
this  is  another  initiative  on  the  part  of  the  Department  of  Agricul- 
ture and  the  Community  Services  Agency.  They  are  to  be  com- 
mended and  supported.  Anyway  that  I,  in  any  capacity,  can  be  use- 
ful to  you,  I  would  like  to  help  you. 

I  thank  you  for  your  testimony. 

Mr.  Landmann.  I  thank  you. 

Mr.  Nolan.  I  have  one  easy  question.  When  do  you  expect  the 
conferences  on  small  farms  that  you  will  be  conducting  with  the 
USD  A,  to  be  established  and  take  place? 

Mr.  Landmann.  The  first  one  will  take  place  in  July. 

Mr.  Nolan.  That  sounds  exciting. 

Mr.  Merctjre.  Yes,  that  is  our  expectation. 

Mr.  Nolan.  Mr.  Breckinridge. 

Mr.  Breckinridge.  I  hate  to  keep  extending  this  thing,  but  you 
gentlemen  are  involved  in  the  very  guts  of  the  basic  issues  confront- 
ing our  country.  There  are  an  awful  lot  of  agencies  playing  a  lot  of 
games,  but  you  are  where  the  action  and  the  problems  are,  and  we 
don't  get  many  chances  at  you  this  way. 

The  Small  Business  Committee,  in  the  94th  Congress,  amended 
its  basic  law  to  include  Agriculture,  as  you  know,  Alex.  They  did 
it  for  a  very  simple  reason.  They  felt  that  your  predecessors  weren't 
doing  the  job  that  the  gentleman  that  just  testified  indicated  they 
weren't  doing — or  maybe  it  was  his  predecessor  who  said  that. 
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We  have  a  hearing  going  in  my  subcommittee  that  will  take  a 
year  to  conclude.  It  is  a  very  simple  hearing.  It  is  a  hearing  on  the 
future  of  small  business,  and  then  I  always  add  parenthetically, 
"solto  vote"  if  any.  This  is  for  a  very  simple  reason.  The  biggies  are 
gobbling  up  the  littlies.  We  are  rapidly  approaching  a  corporate 
state.  There  are  those  who  are  persuaded  that  not  only  is  it  impos- 
sible to  reverse  the  trend  of  history,  but  it  is  even  undesirable. 

Now,  we  are  going  to  examine  that  proposition  in  some  breadth 
and  depth  over  the  period  of  the  next  year,  and  of  this  year.  When 
we  talk  small  business,  we  have  to  talk  nonmetropolitan  America, 
because  that  is  where  it  is — some  14  million  of  them,  depending  on 
who  you  talk  to — 9  million  to  14  million.  These  are  the  people  who 
generated  those  9  million  new  jobs,  and  they  are  the  people  who 
employ  more  than  half  of  our  working  force,  and  they  are  the  peo- 
ple who  used  to  produce  more  than  half  of  our  profits,  and  half  of 
our  goods.  They  are  losing  every  year  a  little  more  of  that  responsi- 
bility as  it  becomes  absorbed  by  what  one  of  our  witnesses  referred 
to  as  the  "shared  monopoly  practice." 

The  burden  of  all  of  this  is  this.  You  are  going  to  the  same  terri- 
tory to  conduct  these  hearings — your  orientation  is  social  services 
and  needs,  and  poverty,  from  your  point  of  view,  Mr.  Landmann. 
From  the  Department's  point  of  view,  of  course,  it  would  be  much 
broader,  and  I  am  adding  a  third  dimension.  We  ought  to  incorpo- 
rate the  small  business  community  in  this,  it  seems  to  me.  We  ought 
to  ask  all  of  these  questions  all  over  these  10  regions  and  project 
from  there. 

Mr.  Landmann.  If  you  permit  me,  I  think  you  are  absolutely 
right.  Our  mandate  does  go  a  little  further  than  only  the  social 
services  side.  We  are  also  very  much  interested  in  economic  and 
business  development  in  rural  areas.  We  will  be  addressing  those 
issues. 

Mr.  Breckinridge.  That  is  all  I  have,  Mr.  Chairman. 

Mr.  Mercure.  We  developed  an  agreement  with  SBA  that  they 
will  be  delighted  to  participate  in  the  regional  conference. 

Mr.  Breckinridge.  I  think  we  have  something  on  the  burner  here, 
I  really  do. 

I  thank  you  gentlemen,  very  much. 

Mr.  Nolan.  I  thank  vou  for  that  contribution,  Mr.  Breckinridge. 

We  thank  you,  Mr.  Landmann,  for  your  testimony. 

Our  next  witness  is  Mr.  Arthur  Armstrong,  Director,  Office  of 
Financing,  Small  Business  Administration. 

Mr.  Mercure  and  Mr.  Landmann,  if  you  could  send  ns  a  schedule 
of  those  hearings,  as  they  unfold,  we  would  be  happy  for  that. 

Mr.  Mercure.  Yes,  we  will. 

Mr.  Nolan.  Without  objection,  the  additional  information  to  be 
inserted  at  this  point  ur>on  receipt.  The  record  will  remain  open 
for  the  purnose  of  receiving:  this  material. 

TThe  information  supplied  follows:] 

The  schedule  for  the  five  Small  farm  regional  conferences  has  not  yet 
been  developed.  There  are  tentative  plans  to  schedule  the  first  one  sometime 
in  July  of  this  year.  As  soon  as  the  schedule  is  developed  and  confirmed,  we 
will  be  happy  to  provide  a  copy  to  members  of  the  subcommittee. 

Mr.  Nolan.  We  welcome  you,  Mr.  Armstrong.  Please  proceed. 
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STATEMENT  OF  A.  VEBNOH  WEAVES,  ADMINISTRATOR,  U.S.  SMALL 
BUSINESS  ADMINISTRATION,  PRESENTED  BT  ARTHUR  ARM- 
STRONG, DIRECTOR,  OESTCE  OF  FINANCING 

Mr.  Armstrong.  Mr.  Chairman  and  members  of  the  subcommittee, 
ae  Small  Business  Administration  thanks  you  for  the  invitation  to 
appear  today  to  discuss  H.R.  10885  and  H.R.  9983— two  bills  in- 
tended to  address  the  development  needs  of  rural  areas  and  small 
communities. 

Mr.  Weaver  regrets  that  he  could  not  be  here  today,  and  has 
asked  me  to  go  over  his  brief  statement  with  you. 

The  Small  Business  Administration,  SBA,  neither  favors  nor 
opposes  the  bills  since  they  don't  really  directly  affect  SBA's  pro- 
grams. But  we  do  have  some  comments  regarding  the  bills  and  rural 
development  in  general. 

We  believe  the  proposed  Federal  Rural  Development  Council, 
H.R.  10885,  could  be  useful  in  coordinating  the  efforts  of  various 
agencies  in  rural  development,  however  the  bill  does  not  define 
rural  areas,  nor  does  it  give  the  council  any  real  authority.  Our 
agency  has  wrestled  with  this  definition,  incidentally,  for  a  number 
of  years. 

The  long-standing  problem  of  a  lack  of  definition  for  "rural 
areas"  is  not  resolved  by  either  bill,  although  H.R.  9983  does  define 
"nonmetropolitan  unit  of  general  local  government,"  and  "nop- 
metropolitan  area"  for  certain  purposes. 

You  may  be  interested  in  knowing  that  in  fiscal  year  1975,  the 
latest  year  for  which  we  have  data,  SBA  made  some  6,891  7(a) 
loans  in  non-SMSA,  Standard  Metropolitan  Statistical  Areas,  areas. 
Those  loans  amounted  to  almost  38  percent  of  business  loans  in  that 
year. 

We,  of  course,  have  been  involved  in  the  country  at  large  with  our 
programs,  and,  of  course,  our  interest  is  the  small  businessman  or 
the  small  business  operation,  be  he  located  in  the  rural  area  or  be 
he  located  in  the  urban  area. 

We  have  a  number  of  programs,  of  course,  almost  20  of  them  of 
different  types,  basically  they  are  business  programs  and  disaster 
programs,  which  are  useful  to  the  small  business  man  in,  we  hope, 
conquering  some  of  his  prolans. 

SBA  does  have  a  pilot  program  which  is  related  to  the  concerns 
addressed  by  these  pieces  of  legislation.  The  pilot  "neighborhood 
business  revitalization  program"  is  iesigned  to  stimulate  commer- 
cial and  industrial  small  business  <  ovitalization  in  declining  but 
viable  urban  neighborhoods,  town,  ar.d  rural  communities. 

Three  major  SBA  financing  programs  are  utilized  in  this  effort; 
regular  7(a)  business  loans,  section  502  local  development  company 
loans,  and  economic  opportunity  loans,  EOL,  supported  by  our  sec- 
ondary market  conditions. 

Under  this  pilot  program  SBA  has  contracted  with  a  non-nrofit 
organization  which  coordinates  appropriate  programs  of  SBA,  the 
Economic  Development  Administration  and  the  Department  of 
Housing  and  Urban  Development  with  the  efforts  of  local  officials, 
businesspersons  and  neighborhood  or  community  leaders  to  develop 
their  communities  or  neighborhoods. 
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Local  community  initiative  and  leadership  participation  by  local 
financial  institutions,  and  public  facility  and  service  improvements 
by  the  local  government  are  necessary  to  insure  success. 

SBA's  502  local  development  company  loan  program  could  be  in- 
directly affected  by  the  increased  emphasis  on  rural  development 
contemplated  by  H.R.  9983.  The  program  provides  long-term  fi- 
nancing through  individual  local  development  companies.  These 
companies  are  corporations  chartered  to  promote  economic  growth 
within  specific  areas.  The  program  involves  SBA  loans  up  to  $600,- 
000  for  specific  small  businesses  with  terms  of  up  to  25  years. 

I  would  like  to  point  out  that  our  constituency  is  small  business 
wherever  it  is  located;  therefore,  in  all  honesty,  we  do  not  know  the 
rural/urban  distribution  of  population  groups  to  which  our  major 
programs  are  directed.  In  only  one  major  program,  the  economic 
opportunity  loan  program,  does  our  legislation  specifically  mention 
the  type  of  area  to  be  given  priority.  Under  that  program,  at  least 
50  percent  of  the  amounts  loaned  or  guaranteed  are  to  oe  allotted  to 
small  business  concerns  in  urban  areas. 

I  should  mention,  however,  that  Public  Law  95-89a  did  establish 
certain  priorities  regarding  Federal  contracts  set  aside  for  small 
businesses  within  labor  surplus  areas. 

Of  course,  we  are  now  involved  in  agricultural  lending  which 
pretty  much  puts  us  into  a  rural  program.  We  have  been  in  this 
since  the  passage  of  Public  Law  94-305.  We  have  been  fairly  active 
recently,  of  course,  with  the  great  drought  disasters  that  have  struck 
our  country. 

Other  than  our  efforts  to  be  of  assistance  to  farmers  since  the 
legislation  was  passed  which  added  farmers  to  our  small  business 
constituency,  we  have  not  directed  lending  programs  to  either  rural 
or  urban  areas.  We  are  not  aware  of  any  special  criticisms  of  oar 
programs  by  residents  of  rural  areas,  nor  have  we  been  aware  that 
a  disproportionate  share  of  the  Nation's  disadvantaged  live  in  rural 
areas. 

Since  the  passage  of  Public  Law  94-305,  some  of  our  programs 
do  overlap  and  duplicate  programs  of  Farmers  Home  Administra- 
tion in  that  we  are  now  required  to  make  loans  to  farmers.  In  addi- 
tion, the  Rural  Development  Act  of  1972  authorized  FmHA  to  main 
business  loans.  We  are  attempting  to  eliminate  as  much  duplication 
and  confusion  as  possible  through  memorandums  of  understanding 
with  FmHA.  We  agree  that  a  coordinated  rural  development  strat- 
egy is  badly  needed. 

This  concludes  the  prepared  statement.  I  will  be  happy  to  re- 
spond to  any  questions  you  may  have. 

Mr.  Nolan.  I  have  no  questions,  but  I  am  quite  sure  Mr.  Breckin- 
ridge does. 

This  is  an  obvious  special  area  of  his  interest  and  expertise. 

Mr.  Breckinridge,  your  questions  and  your  statements  have  con- 
tributed enormously  to  the  success  of  these  hearings,  so  please  don't 
be  retiring  here,  in  any  way  whatsoever. 

Mr.  Breckinridge.  As  you  know.  Mr.  Armstrong,  you  and  Mr. 
Weaver  and  I  have  done  a  lot  of  talking  with  vou  and  your  staff, 
trying  to  resolve  some  of  the**  things  that  we#  share  a  mutual  con- 
cern over.  I  do.  not  intend  to  belabor  today,  with  you,  the  problems 
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we  have  with  that  friendly  group  known  as  the  Office  of  Manage- 
ment and  Budget,  which  I  was  privileged  to  visit  with  last  night 
and  arranged  a  meeting  with  as  a  result  of  that  hospitality.  I  look 
forward  to  progress.  I  really  do. 

But  I  want  to  ask  one  or  two  questions. 

What  have  you  all  done  along  the  lines  of  the  initiative  taken  by 
the  Department  of  Agriculture  with  reference  to  their  FHA  loans 
in  the  direction  of  developing  training  programs  for  the  private 
lender,  the  establishment  of  criteria  which  would  qualify  those  who 
take  the  training,  such  as  our  bankers  and  our  savings  and  loans — 
there  are  14,000  of  the  former  and  some  4,700  of  the  latter,  and  they 
have  ready  access  to  the  needs  of  nonmetropolitan  as  well  as  metro- 
politan America — but  the  vesting  of  lending  authorities,  subject  of 
course,  to  proper  auditing  and  monitoring  by  the  responsible  agency — 
in  your  case  the  SB  A — to  protect  the  taxpayers'  interest  F  What 
specific  steps  have  you  taken  and  are  you  contemplating,  or  in  the 
process  of  contemplating  steps  to  meet  the  complaints  that  we  heard 
jointly  as  the  Kentucky  conference  that  I  mentioned  earlier,  and  to 
meet  the  criticism  that  we  hear  from  the  lending  community,  namely 
the  bankers  who?  by  the  time  they  get  their  paper  processed — 
and^  I  am  not  talking  to  you  as  SB  A,  but  I  am  talking  about  the  in- 
ordinate time  lags  that  have  been  experienced.  We  all  have  our 
horror  stories,  but  there  are  time  lags  which,  of  course,  kill  the  busi- 
ness that  is  pending.  The  real  question  is  this.  Is  there  a  possibility 
of  a  one-stop  shop,  namely,  the  local  lender,  whose  business  it  is  to 
make  money  on  lending  money,  and  we  are  talking  about  private 
money,  of  course. 

Mr.  Armstrong.  As  you  well  know,  our  lending  activity  in  the 
regular  business  loan  program  is  about  90  percent  on  the  guaranteed 
route.  So  we  depend  a  lot  on  the  private  sector  to  furnish  money  to 
small  business. 

A  concept  paper  has  been  developed  and  it  is  in  the  process  now 
of  being  fleshed  out.  This  is  a  concept  paper  on  a  bank  certification 
program.  That  is,  we  would  certify  banks  to  deal  with  us  if  they 
had  been  a  good  participant  and  would  meet  certain  criteria  that 
we  would  develop  for  them  to  meet.  This  would  mean,  and  we  would 
let  it  cover  not  only  the  processing  of  the  loan,  but  the  servicing  of 
the  loan,  and,  of  course,  the  liquidation  of  the  loan  if  that  came  to 
pass.# 

Criteria  have  to  be  developed,  as  I  pointed  out,  to  admit  the  bank 
to  the  program  and  they  have  to  be  developed  for  the  processing  of 
the  loan,  they  have  to  be  developed  for  the  other  two  areas.  These 
are  well  underway  at  the  present  time,  and  we  hope  to  have  a  pilot 
program,  that  is,  with  a  limited  number  of  banks  applying  the  cri- 
teria that  we  are  developing  now.  We  hope  to  have  that  pilot  pro- 
gram open  by  the  first  of  June. 

Mr.  Breckinridge.  That  is  very  encouraging. 

Mr.  Armstrong.  This  is  just  an  estimate  right  now.  There  may  be 
a  few  snags. 

Now,  we  have  done  a  couple  of  other  things. 

Mr.  Breckinridge.  At  that  point,  I  have  two  questions,  then  you 
can  go  ahead. 

Mr.  Armstrong.  Yes,  sir. 
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Mr.  Breckinridge.  No.  1,  are  you  developing  this  in  coordination 
with  FHA  and  the  other  agencies  that  have  similar  guaranteed  and/ 
or  insured  programs,  and  seco  ;1,  are  you,  through  that  process,  in- 
suring a  similarity  of  rules,  and  regulations,  and  procedures,  so 
that  we  are  not  running  around  in  conflict  with  ourselves? 

Mr.  Armstrong.  No.  1,  of  course,  we  have  not  really  worked 
closely  with  Farmers  Home  on  the  development  of  the  certification 
program.  Frankly,  we  have  not.  There  have  been  some  informal 
contacts,  but  nothing  in  a  formal  way. 

Insofar  as  making  the  programs  more  commensurate  with  each 
other  is  concerned,  that  is  under  continual  review,  trying  to  make 
their  programs  and  our  programs  more  or  less  similar  in  nature  so 
that  there  will  not  be  that  frustrating  aspect  for  the  small  business 
person. 

Mr.  Breckinridge.  Let  me  ask  you  to  do  this  favor.  Remind  the 
folks  when  you  get  back  that  you  and  FmHA  are  doing  business 
with  the  same  lending  institutions.  They  do  not  need  15  sets  of  rules 
and  regulations  and  forms.  The  place  to  resolve  that  is  now,  while 
we  are  going  into  a  new  approach  of  an  old  program.  It  really 
would  be  a  shame  and  embarrassment  if  that  were  not  done. 

Mr.  Armstrong.  That  is  correct.  We  have  redesigned  the  applica- 
tion form,  incidentally,  and  it  is  in  the  final  stage  of  being  pub- 
lished. We  think  it  is  going  to  be  much  more  simplified  ana  easier 
to  understand  for  the  public  and  for  the  bank  that  is  involved  with 
us. 

Mr.  Breckinridge.  As  a  Member  of  Congress,  interested  as  you 
are  as  an  administrator,  in  form,  and  the  great  complaint  amonp 
the  citizenry  about  the  proliferation  and  complication  thereof,  is 
there  any  possibility  or  am  I  an  idiot  in  thinking  there  could  be 
uniformity  of  forms  here,  and  that  the  joint  purpose  of  the  lending 
agencies  could  be  resolved  by  a  single  form  and  procedure? 

Mr.  Armstrong.  I  think  that  is  an  ideal  to  be  aimed  at.  I  dont 
think  we  are  quite  there  yet. 

Mr.  Breckinridge.  Are  we  working  on  it? 

Mr.  Armstrong.  Not  per  se,  we  aren't.  We  could  pursue  it. 

Mr.  Breckinridge.  I  think  that  would  be  a  step  forward  and 
would  make  you  more  friends  than  anything  I  can  think  of  you 
could  do,  both  on  and  off  the  Hill.  I  think  you  might  get  to  be 
known  as  Lochinvar  and  Lancelot,  because  it  is  to  me,  sitting  here 
as  a  legislator,  an  absurdity  to  think  that  when  our  purposes  are 
identical,  which  is  to  get  money  out  to  a  borrower  through  the  same 
lender  as  expeditiously  and  painlessly  as  possible,  that  there  has  to 
be  this  proliferation  of  forms  to  do  it,  and  everybody  has  to  learn  to 
walk  on  one  side  of  the  street  to  talk  to  you,  and  the  otheir  side  of 
the  street  to  talk  to  somebody  else.  The  borrower  frequently  just  dies 
of  starvation  waiting  in  that  sort  of  a  line,  as  we  all  know. 

Mr.  Armstrong.  It  is  a  problem  area.  There  is  no  doubt  about  it. 

Now,  we  have  drawn  ud  a  new  what  we  call  a  750  agreement,  that 
is  designed  by  us,  with  the  banks,  which  makes  it  more  clear  what 
the  position  is  between  our  agency  and  the  banks.  This  saves  a  lot 
of  time  and  trouble  sometimes  down  the  road.  It  is  what  we  call  the 
blanket  participation  agreement.  That  is  another  big  step  forward. 
That  is  a  sort  of  internal  thing. 
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Mr.  Breckinridge.  Is  there  a  training  program  with  this? 

Mr.  Armstrong.  There  is  a  training  program  contemplated  in  the 
bank  certification  program.  It  would  mean  that  the  bankers  involved 
would  have  to  be  tramed  in  the  way  we  look  at  things,  or  have  to 
look  at  things  under  the  legislation,  and  so  forth,  and  what  is  a 
small  business,  et  cetera.  There  is  contemplated  a  training  program 
in  the  whole  certification  process. 

Mr.  Breckinridge.  Here  again,  I  want  to  ask  a  question.  I'm  be- 
ginning to  sound  like  a  broken  record  but  you  know  and  I  know 
that  everything  we  are  discussing  was  contamed  in  my  February  1 
letter  of  last  year  to  the  White  House.  It  went  to  Mr.  Weaver's  desk, 
but  he  wasn't  there  then.  It  also  went  to  Mr.  Mercure's  desk.  He  was 
there,  but  he  held  no  title  or  office,  and  he  was  sort  of  in  limbo. 

The  key,  to  me,  in  this  sort  of  a  situation,  if  we  are  going  to  learn 
anything  from  200  years  of  our  history  and  experience,  is  that  we 
talk  to  each  other  in  the  formative  stages  of  these  new  approaches 
to  problems. 

What  I  am  hearing  is  this.  I  am  not  criticizing  you,  but  what  I 
am  hearing  is  that  you  and  FmHA,  the  major  lenders,  just  have  not 
got  time  to  talk  to  each  other.  They  are  going  down  one  street  and 
you  are  going  down  another  street.  There  are  20,000  lending  insti- 
tutions, and  500,000  borrowers  are  "be  damned."  To  me  it  is  incon- 
ceivable that  we  could  not  come  together  with  a  program  that  is 
uniform,  bearing  in  mind  that  the  name  of  the  game  is  money. 

You  have  your  purpose,  it  is  called  "small  business,"  and  our 
friend,  Alex  Mercure,  has  his  purposes  called  "farmers,"  but  the 
game  is  the  same.  The  srame  is  a  freeing-up  of  credit  and  the  flow 
of  credit  from  metropolitan  America  to  nonmetropolitan  America. 
However,  a  lot  of  it,  you  and  I  know,  originated  in  those  little 
country  banks  and  was  shipped  down  the  road  for  investments. 

That  is  what  the  game  is.  We  ought  to  be  able  to  do  a  one-stop 
shop  operation  on  that  in  your  separate  shops.  We  should  not  have 
to  have  two  training  programs,  one  for  the  Mercure  form,  and  one 
for  the  Weaver  form.  We  should  be  able  to  bring  ovlt  banking 
friends  together  as  we  did  down  in  Kentucky,  and  give  them  one 
course  of  instruction,  and  one  criteria,  and  one  form  to  process. 

Or,  as  you  say,  maybe  we  should  come  a  lot  closer  to  approximat- 
ing it  than  we  liave  in  the  past. 

It  just  seems  to  me  that  this  is  an  awfully  important  period  you 
are  in. 

This  member  would  hope,  Mr.  Chairman,  that  Mr.  Weaver  would 
address  himself  to  this  and  advise  the  subcommittee  of  his  inten- 
tions in  this  regard  after  exploring  it  with  Mr.  Mercure. 

Mr.  Mercure.  Pardon  me  for  interrupting.  I  have  been  patiently 
sitting  here. 

Within  the  past  10  days,  there  has  been  communication  flowing 
from  the  Secretary  to  Mr.  Weaver,  back  and  forth.  This  is  with  tho 
support  of  OMB,  I  should  point  out,  or  perhaps  at  the  urging  of 
OMB.  This  is  to  get  us,  the  two  agencies,  to  begin  to  work  on  this 
as  weU  as  many  other  issues  that  would  make  our  programs,  the 
farm  lending  programs  and  the  business  and  industry  activity,  to 
cpme  as  close  to  being  operated  identically  as  possible.  This  would 
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be  recognizing  that  we  work  with  one  set  of  clients  and  our  network 
of  relationships  is  in  county  offices  and  more  decentralized  and  there- 
fore it  may  not  be  the  same  client.  However,  as  is  so  often  the  case, 
the  lenders  are  necessarily  the  same. 

So  what  you  are  addressing  yourself  to,  Mr.  Breckinridge,  has 
been  recently  addressed. 

Mr.  Breckinridge.  I  am  delighted  to  hear  it.  I  was  a  little  dis- 
turbed not  to  hear  it.  I  will  not  say  I  am  surprised,  but  disturbed. 
Let  me  register  a  complaint  with  you. 

The  fact  that  you  have  some  1,700  offices  to  their  50  or  75  or  100 
does  not  change  the  game,  in  this  member's  eyes.  The  game  is  to  pyt 
that  responsibility  on  the  lender  and  not  in  your  offices  out  there. 
That  is  1,700  other  stops  along  the  way  from  the  point  of  initiation 
of  a  loan  to  its  approval.  I  would  hope  that  you  are  profiting -by 
your  conversations  with  the  SBA  in  learning  now  to  do  it  through 
the  bankers  and  the  savings  and  loans,  instead  of  doing  it  through 
your  personnel  and  then  ask  me  to  give  you  another  1,000  people. 

Mr.  Mercure.  We  are  very  interested  m  their  certification  process 
for  banks.  It  is  an  item  that  was  discussed  on  a  number  of  occasions, 
and  frankly,  our  intention  is  to  copy  as  much  of  the  work  as  we  can. 
We  don't  think  necessarily  that  we  ought  to  do  one  work  on  one 
side  of  the  street,  as  you  pointed  out,  and  somebody  else  do  the  other 
side  of  the  street.  We  can  converge  on  that  question,  and  we  would 
be  happy  to  use  their  work. 

Mr.  Breckinridge.  Mr.  Chairman,  I  would  like  to  ask  that  the 
record  be  kept  open  at  this  point  for  the  purpose  of  hearing  from 
the  Secretary,  and  from  Mr.  Weaver,  as  to  the  steps  that  have  been 
taken  to  consolidate  and  coordinate  these  efforts,  and  what  has  been 
done  to  consolidate  forms  and  procedures,  and  to  vest  lending  au- 
thority in  the  lender,  in  order  that  we  might  track  this. 

I  thank  you  gentlemen,  very  much. 

Mr.  Nolan.  Without  objection,  it  is  so  ordered  that  the  record 
will  be  held  open  at  this  point  for  the  purpose  of  inserting  this 
forthcoming  information. 

[The  information  submitted  follows:] 

With  reference  to  standardizing  onr  forms  and  procedures  with  lenders,  It 
most  be  realized  that  one  basic  difference  in  our  program  is  the  size  of  the 
loan. 

We  cannot  depend  on  the  lender  as  much  as  SBA  does  because  we  are 
generally  dealing  with  larger  companies  locating  in  rural  communities.  SmaU 
business  loans  are  made  more  on  the  character  of  the  owners,  as  known  by  the 
lender,  and  therefore  SBA  can  depend  on  the  lender  evaluation.  Under  this 
program,  we  have  to  determine  feasibility  of  these  larger  loans  and  use  very 
sophisticated  financial  analyses,  rather  than  depending  on  the  lender.  This 
program  was  designed  to  permit  small  rural  lenders  to  make  "million  dollar*' 
loans,  something  they  were  never  able  to  do  before  and  therefore  are  inexperi 
enced.  They  must  depend  on  FmHA  assistance.  In  the  beginning  of  our  pro- 
gram, we  did  use  many  of  the  forms  from  both  EDA  and  SBA,  taking  the 
best  from  each. 

It  is  inappropriate  at  this  time  to  forecast  exactly  how  many  new  Jobs 
will  be  necessary  to  properly  administer  this  program,  as  we  are  in  the 
process  of  studying  the  program.  This  will  result  in  some  reorganization. 

The  1,700  county  offices  have  very  little  responsibility  for  the  business 
and  industry  loan  program.  As  you  know,  we  only  have  2  professionals  in 
each  State  office,  with  very  few  exceptions.  We  understand  that  the  State 
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offices  of  SBA  as  well  as  their  regional  offices  (and  the  national  office  of 
SB  A)  are  staffed  at  much  higher  levels,  with  divisions  for  processing,  serv- 
icing, and  liquidation. 

We  are  in  the  process  of  rewriting  our  Memorandum  of  Understanding 
with  SBA. 

In  addition,  the  SBA  program  by  law  is  required  to  look  at  risk  situations, 
which  are  easier  to  process.  This  program  from  the  beginning  has  not  been 
a  "risk"  program,  thereby  requiring  more  time  and  people  to  insure  that 
permanent  employment  is  established  or  maintained  in  rural  America. 

Mr,  Nolan.  Our  next  witness  is  Mr.  Steve  Shefler,  Deputy  Assist- 
ant Secretary  for  Policy  and  International  Affairs,  U.S.  Department 
of  Transportation. 

We  welcome  you  to  the  subcommittee. 

Mr.  Shefler.  Thank  you,  Chairman  Nolan,  and  Congressman 
Breckinridge,  and  Congressman  Sebelius. 

Thank  you  for  this  opportunity  to  hear  from  our  Department 
today. 

Along  with  me  is  Bob  Bruton,  who  comes  from  our  policy  office, 
and  who  is  our  chief  rural  transportation  officer  in  the  Department. 
He  keeps  me  honest  on  these  issues.  I  brought  him  along  to  help 
answer  any  questions  you  might  have. 

Mr.  Nolan.  Without  objection,  it  is  ordered  that  Mr.  Shefler's 
testimony  will  be  inserted  into  the  record  in  its  entirety. 

[The  prepared  statement  and  attachment  thereto  submitted  by 
Mr.  Shefler  follows :] 
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STATEMENT  OF  STEPHEN  A.  SHEFLER,  DEPUTY  ASSISTANT 
SECRETARY  FOR  POLICY  AND  INTERNATIONAL  AFFAIRS,  U.  S. 
DEPARTMENT  OF  TRANSPORTATION,  BEFORE  THE  HOUSE 
COMMITTEE  ON  AGRICULTURE,  SUBCOMMITTEE  ON  FAMILY 
FARMS,  RURAL  DEVELOPMENT  AND  SPECIAL  STUDIES, 
APRIL  19,  1978 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  have  the  opportunity  to  describe  briefly  how  the 
Department  of  Transportation  is  approaching  the  matter  of  rural 
development  and  to  provide  you  with  our  reaction  to  the  two  bills  being 
considered  by  the  Committee. 

With  me  today  is  Robert  Bruton,  Rural  Policy  Coordinator  for 
the  Department. 

The  Department  of  Transportation  presently  administers  a  wide 
range  of  assistance  to  the  various  modes  of  transportation  which  serve 
rural  areas.    It  is,  however,  extremely  difficult  to  identify,  isolate  and 
measure  specific  benefits  and  associate  them  with  assistance  programs. 
This  is  not  simply  a  problem  of  adequate  definition  and  data- -though  we 
do  indeed  have  such  problems— it  is  more  basically  a  problem  of  tracing 
the  distribution  of  impacts  that  are  almost  always  very  widely  diffused. 
For  example,  the  Department  provides  financing  support  for,  the  develop- 
ment of  major  regional  airports  which  are  almost  always  located  close 
to  urban  areas  but  which  also  may  have  benefits  which  extend  for  a  con- 
siderable distance  to  neighboring  small  communities  and  the  countryside. 
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Similarly,  the  Department  helps  finance  the  Interstate  Highway  System 
which  is  largely  located  in  rural  areas  but  which  also  provides  very 
substantial  benefits  to  the  urban  areas  it  connects.    In  fact,  only  a  few 
of  the  Department's  programs  can  be  clearly  identified  as  having 
distinctly  and  solely  urban  or  rural  impacts. 

With  these  reservations  in  mind,  I  have  attached  to  my  statement 
a  brief  description  of  existing  Federal  assistance  programs  involving 
rural  transportation. 

We  at  DOT  believe  that  adequate  transportation  is  essential  to  the 
development  of  rural  areas  and  to  ensuring  that  the  citizens  of  these 
areas  have  access  to  the  economic,  social  and  other  benefits  of  society. 
In  order  to  deal  with  these  concerns  it  is,  of  course,  necessary  to 
provide  adequate  financing.    But  there  are  other  requirements  which 
may  be  equally  or  even  more  important.    First,  we  must  make  certain 
that  the  financial  aid  provided  is  in  a  form  which  is  useful  to  rural  areas. 
Second,  beyond  financial  assistance,  we  must  ensure  that  the  necessary 
information  and  expertise  is  available  to  local  planners  and  managers 
so  that  they  can  deal  with  both  technical  and  institutional  problems. 

With  regard  to  the  form  of  financial  assistance,  we  believe  that 
administrative  simplicity  and  program  flexibility  are  critically  important 
to  rural  areas.    Complex  and  rigid  program  regulations  and  procedures 
are  particularly  troublesome  to  most  rural  transportation  projects  as 
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planning  and  management  staff  is  scarce  and  should  not  be  wasted  meeting 
government  red  tape  requirements.    Furthermore,  we  believe  that  there 
is  much  wider  diversity  in  transportation  needs  and  requirements  among 
rural  areas  than  among  urban  areas.    Therefore,  a  lack  of  flexibility  in 
the  use  of  Federal  transportation  funds  can  prove  to  be  a  particular 
hardship  for  rural  areas. 

In  order  to  simplify  program  regulations  and  procedures,  the 
Department  has  created  a  high  level  Regulatory  Review  Council  to 
examine  all  the  regulations  governing  the  Department's  funding  programs. 
Moreover,  since  we  recognize  that  this  is  a  particularly  important 
problem  for  rural  areas  the  Council  will  give  the  first  priority  to  pro- 
grams which  are  likely  to  be  important  in  rural  areas.    Finally,  in  order 
to  ensure  that  we  are  fully  familiar  with  the  kind  of  problems  rural 
communities  face  in  obtaining  funding,  we  will  be  making  a  series  of 
field  trips  to  rural  areas  as  part  of  the  activities  of  the  Council. 

The  first  group  of  trips  should  take  place  next  month  and  will  deal 
specifically  with  the  subject  of  rural  public  transportation.    This  subject 
area    is  of  particular  concern  to  the  Department  because  of  pending 
highway  and  public  transportation  legislation  which  would,  for  the  first 
time,  provide  operating  assistance  for  public  transportation  in  rural 
and  small  urban  areas.    If  such  legislation  is  enacted,  as  now  seems 
likely,  we  hope  to  make  the  management  of  this  new  rural  assistance 
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program  a  model  of  simplicity  and  responsiveness.    Besides  developing 
simple  and  direct  regulations  and  procedures,  we  plan  to  give  high 
priority  to  the  management  of  this  new  assistance  program  in  terms 
of  staffing  and  organization  within  the  Department. 

With  regard  to  the  problem  of  program  flexibility,  we  have  recently 
made  a  number  of  important  initiatives.    Our  highway -transit  legislation, 
submitted  to  the  Congress  in  January,  proposed  that  assistance  for  rural 
public  transportation  be  expanded  to  include  operating  expenses.    In 
addition,  we  proposed  that  highway  and  public  transportation  assistance 
be  combined  in  a  single  consolidated  grant  program  for  rural  transpor- 
tation.   Our  proposal  also  calls  for  statewide,  multimodal  transportation 
planning,  including  planning  for  small  urban  and  rural  areas,  to  be 
carried  on  by  States  in  cooperation  with  local  officials. 

While  these  proposals  are  being  reviewed  in  the  Congress,  we  are 
continuing  our  efforts  to  increase  program  flexibility.    We  are  presently 
studying  ways  to  better  coordinate  and  possibly  consolidate  DOT  financing 
assistance  for  rural  roads  and  light  density  rail  lines.    We  are  also 
examining  the  various  separate  types  of  Federal  subsidies  for  intercity 
passenger  service  to  rural  areas  with  an  eye  to  possibly  increasing 
flexibility  and  providing  states  with  a  greater  role  in  determining  what 
transportation  should  be  funded. 
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Separate  altogether  from  the  problems  of  financial  aid  are  the 
many  technical  and  institutional  problems  facing  rural  transportation 
planners  and  managers.    Unlike  urban  areas,  rural  communities  very 
often  do  not  have  the  expertise  or  resources  to  deal  with  these  problems. 
We  are,  therefore,  working  to  improve  and  expand  the  technical  assis- 
tance available  to  rural  areas.    We  want  to  improve  the  information  and 
expertise  available  through  our  field  staffs  and  to  work  with  state  govern- 
ments to  improve  their  rural  technical  assistance  capabilities.    Further, 
at  DOT  Headquarters  we  intend  to  devote  more  resources  to  investigating 
and  developing  solutions  to  the  practical  problems  facing  rural  trans- 
portation planners  and  managers. 

I  would  now  like  to  turn  to  the  two  bills  being  considered  by  the 
Committee.    H.  R.  9983  would  not  directly  involve  my  Department,  and 
I  will,  therefore,  defer  to  the  agencies  more  directly  concerned. 
H.  R.  10885  deals  with  interagency  coordination  and  policy  development 
and  specifically  includes  the  Department  of  Transportation  in  its  proposed 
Rural  Development  Council.    I  would  like  to  defer  to  the  Department  of 
Agriculture  as  to  the  merits  of  the  specifics  of  this  bill  and  confine  my 
own  comments  to  some  general  remarks  on  our  experience  with 
coordination  among  Federal  agencies. 
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The  goal  of  effectively  coordinating  the  policies  and  programs  of 
different  Federal  agencies  is  indeed  important.    Even  though  most  of 
the  programs  managed  by  our  Department  appear  reasonably  independent 
from  those  other  agencies,  there  are  certain  areas  where  interagency 
coordination  is  critical.    The  most  important  recent  example  affecting 
rural  areas  is  the  coordination  of  DOT  funded  public  transportation 
operations  with  the  transportation  requirements  of  human  service  pro- 
grams funded  by  other  agencies.    This  problem  will  become  increasingly 
important  if,  as  seems  likely,  DOT  becomes  responsible  for  a  larger 
program  in  this  area. 

Based  on  our  experience,  the  problems  of  coordinating  Federal 
programs  for  rural  areas  tend  to  be  rather  specific  and  tend  to  focus 
on  decisions  made  at  the  project  level.    For  this  reason,  we  believe  that 
greater  priority  should  be  placed  on  providing  staff  assistance,  either 
indirectly  through  funding  state  agencies  or  through  Federal  field  staffs, 
to  assist  project  planners  and  managers  in  Federal  program  coordination. 
While  Federal  programs  clearly  can  be  simplified  and  barriers  to 
coordination  reduced,  the  final  responsibility  and  opportunity  for  resource 
coordination  will  inevitably  remain  with  individual  project  managers. 

Recognizing  this  situation,  we  believe  that  an  important  function  of 
an  interagency  coordinating  group  in  Washington  is  to  provide  a  continuing 
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mechanism  through  which  programmatic  and  legislative  barriers  to 
,  coordination  can  be  identified  and  dealt  with.    When  necessary, 
recommendations  for  changes  in  program  regulations  or  legislation 
should  be  developed. 

***** 

Mr.  Chairman,  this  completes  my  prepared  statement.    I  hope 
I  have  addressed  most  of  the  questions  contained  in  the  Subcommittee's 
invitation.    Mr.  Bruton  and  I  will  be  pleased  to  elaborate  on  any  of  these 
areas  and  to  answer  any  questions  the  Subcommittee  might  have. 


(The  attachment  follows.) 
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Attachment 


Existing  Federal  Assistance  to  Rural  Transportation 


(1)    Air  Transportation 
(a)    FAA 


The  Airport  Development  Aid  Program  (ADAP)  provides  Federal 
assistance  for  the  construction  of  air  carrier  and  general  aviation 
airports  in  rural  areas.    FAA  estimates  that  approximately  $200 
million  in  ADAP  funds  have  been  expended  in  places  of  less  than 
5, 000  population  since  the  program's  beginning  in  1970.    The 
funds  were  divided  approximately  evenly  between  air  carrier 
and  general  aviation  airports. 

(b)    CAB 

The  CAB  provides  funds  to  specific  certificated  air  carriers 
to  underwrite  the  operating  losses  incurred  by  service  to 
small  communities.    These  communities  vary  considerably 
in  population  depending  on  local  circumstances,  particularly 
the  degree  of  dependence  on  air  service.    The  subsidy  has 
increased  over  the  years  in  proportion  to  operating  losses  and 
is  now  about  $70  million  per  year. 

(2)    Rail  Freight  Service 

FRA  provides  assistance  for  state  rail  planning,  for  rail  line  subsidy 
and  rehabilitation  and  for  the  development  of  alternative  modes. 
Total  funds  authorized  are  $180  million  for  the  Northeast  and  Midwest 
reorganization  region  and  $360  million  for  the  entire  country.    Funds 
are  apportioned  to  the  states  in  proportion  to  rail  mileage.    The 
Federal  share  decreases  over  the  years  of  the  program,  beginning 
at  100%  in  FY  1976  and  declining  to  70%  in  FY  1979.    (The  Adminis- 
tration has  proposed  legislation  to  make  this  program  permanent 
with  a  Federal  share  of  80%.j   Lines  which  are  eligible  for  assis- 
tance are  only  those  which  have  been  approved  for  abandonment  by 
the  ICC  or  those  in  the  Northeast  and  Midwest  region  which  were 
not  included  in  the  Final  System  Plan.    The  majority  of  these  lines 
are  located  in  or  near  rural  communities. 
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(&)    Public  Transportation 

(a)  UMTA  (Sec.  3,  6  and  9) 

The  National  Mass  Transportation  Act  of  1974  provided  that 
up  to  $500  million  from  UMTA  vs  grants  programs  be  made 
available  to  non -urbanized  areas  (i.  e. ,  places  of  less  than 
50, 000  population).    There  is  not  a  yearly  limitation  on  the 
authorization.    Between  1974  and  1976  approximately  $50 
million  of  UMTA  funds  were  spent  on  planning  and  imple- 
menting bus  related  projects  in  non -urbanized  areas. 

(b)  UMTA  [Sec.  16(b)(2)] 

Section  16(b)(2)  of  the  Urban  Mass  Transportation  Act 
authorizes  DOT  to  make  grants  to  private  non-profit  groups 
for  the  purpose  of  providing  transportation  for  the  elderly 
and  handicapped.    This  program  has  expended  approximately 
$20  million  per  year,  with  roughly  half  the  grant  recipients 
being  in  non -urbanized  areas.    Program  funds  have  been 
administratively  apportioned  to  the  states. 

(c)  FHWA/UMTA 

The  Federal -aid  Highway  Act  of  1973  (Sec.  147)  authorized 
the  creation  of  a  rural  highway  public  transportation  demon- 
stration program.    Funds  which  have  been  authorized  for  this 
program  total  $75  million.    The  program  applies  to  transpor- 
tation serving  places  with  a  population  of  less  than  5, 000. 
Appropriations  for  FY  75  and  FY  76  were  $9.65  million  and 
$15  million.    The  program  has  funded  approximately  100  projects. 

(4)    Roads 

The  only  FHWA  program  providing  funds  exclusively  to  rural  areas 
is  the  Federal-aid  Secondary  (FAS)  Program.    The  FAS  system 
consists  of  rural  major  collector  roads  designated  by  the  states 
under  FHWA  guidelines.    Program  funds,  are  allocated  to  the  states 
by  a  formula  based  on  rural  population,  total  area  and  rural  postal 
route  mileage.    Funding  for  the  FAS  program  in  FY  1978  is  $400 
million. 
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A  number  of  other  FHWA  programs  are  available  to  fund  roads 
in  rural  areas,  but  they  are  not  exclusively  rural  programs. 
The  most  important  include  the  following,  in  rough  order  of 
significance  to  rural  areas: 

—  -    Federal -aid  Primary  System  (FAP)  Program  provides  assis  - 

tance  to  arterial  roads.    While  most  of  the  FAP  system  is 
located  in  rural  areas,  it  probably  benefits  urban  users  as 
much  as  rural  users.    Funding  for  the  FAP  program  is  $1. 35 
billion  in  FY  1978. 

—  Safer  Off -Systems  Roads  Program  provides  funding  for  improve- 
ments on  roads  not  on  any  Federal -aid  system.    Funds  are 
available  for  both  urban  and  rural  areas.    Two  hundred  million 
dollars  was  authorized  for  FY  1978. 

—  Special  Bridge  Replacement  Program  provides  funds  for 
Federal -aid  system  bridge  replacement  and  reconstruction 
in  both  urban  and  rural  areas.    Authorization  for  FY  1978  is 
$180  million. 

—  Rail -Highway  Crossing  Program  provides  funds  for  the  elimina- 
tion of  rail -highway  crossing  hazards  in  both  urban  and  rural 
areas.    Funding  authorized  for  on -system  projects  in  FY  1978 
was  $125  million.    The  FY  1978  authorization  for  off-system 
projects  was  $75  million. 

>)    Rail  Passenger  Service 

Amtrak  operating  subsidies  are  now  around  $500  million  per  year. 
Only  a  small  portion  of  this  is  of  direct  benefit  to  rural  areas 
since  regular  route  service  is  designed  primarily  to  meet  the 
demands  of  travel  between  major  cities.    Some  intermediate 
stations  are  maintained  in  more  rural  areas,  and  the  amount 
Attributable  to  their  maintenance  could  be  classified  as  rural 
assistance.    Amtrak,  with  Federal  subsidy,  will  also  provide 
service  if  a  state  will  fund  50%  of  the  expenses.    These  Sec.  403B 
services,  -while  still  primarily  serving  higher  density  markets, 
are  probably  more  significant  to  rural  areas  than  regular  route 
service.    About  $50  million  is  used  to  subsidize  such  service. 
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(6)    Intercity  Bus  Service 


There  is  no  existing  direct  Federal  support  to  the  intercity  bus 
industry.    Intercity  service  is  not  eligible  under  UMTA.    It  might, 
however,  become  eligible,  under  certain  conditions,  in  a  rural 
transit  program.    Several  states  presently  provide  subsidies. 

(7)  Truck  Service 

Except  for  the  possibility  of  receiving  very  localized  capital  assis- 
tance for  alternate  truck  service  through  the  FRA  rail  branch  line 
program,  there  is  no  Federal  assistance  to  truck  service. 

(8)  Safety 

Section  402  of  the  Highway  Safety  Act  of  1966  authorizes  grants  to 
be  apportioned  to  the  states  for  conducting  highway  safety  programs. 
The  principal  items  funded  under  this  legislation  are  as  follows: 

—  Police  Traffic  Services  has  provided  $76. 6  million  over  the 
last  ten  years  for  State  police  and  highway  patrol  activities 
which  are  located  primarily  in  rural  areas. 

—  Emergency  Medical  Services  over  the  last  two  years  has 
provided  $79  million  to  localities  and  $25  million  to  states 
for  emergency  medical  evacuation.    Most  of  the  funding  at 
the  state  level  is  used  in  rural  areas. 


Digitized  by 


Google 


881 

Mr.  Nolan.  Thank  you  very  much. 

Mr.  Breckinridge,  any  questions? 

Mr.  Breckinridge.  I  nave  no  questions. 

Mr.  Nolan.  1  have  a  auestion. 

There  has  been  some  difficulty,  I  understand,  in  implementing  the 
title  of  the  Railroad  Transportation  Act  that  provides  for  Federal 
financial  assistance  for  the  upgrading  of  abandoned  railroads,  and 
more  often  than  not,  abandoned  railroads  and  rural  communities 
across  the  country. 

As  I  understand  it,  the  law  was  written  in  a  way  that  requires  the 
railroad  to  be  abandoned  before  Federal  monies  can  be  made  avail- 
able for  its  upgrading  or  continued  operation. 

It  was  written  that  way  so  as  to  encourage  the  railroads  to  con- 
tinue the  upgrading  and  maintenance. 

At  any  rate,  there  are  a  number  of  railroad  lines  that  have  been 
designated  through  the  State  plans,  which  were  developed  with  the 
State  planning  moneys  made  available  through  Federal  legislation, 
that  the  States  would  like  to  Continue  to  have  and  continue  operat- 
ing. The  railroads  have  indicated  that  they  want  to  abandon  these. 
The  committee  members  have  been  struggling  with  legislation  to 
come  up  with  a  compromise  this  year  that  would  make  it  possible  to 
release  some  of  these  moneys  before  the  railroads  reach  the  point 
where  they  are  abandoned,  and  in  total  disrepair. 

Could  you  advise  me  as  to  the  status  of  that?  It  is  my  understand- 
ing that  the  committee  and  some  of  the  people  involved  in  this  were 
awaiting  the  decisions  of  your  Department  on  this  legislation  before 
proceeding. 

Have  you  done  any  work  on  that,  or  can  you  tell  me  the  status  of 
that,  Mr.  Bruton? 

Mr.  Bruton.  Yes.  The  Department,  in  fact,  has  submitted  legisla- 
tion which  would  take  care  of  the  problem  that  you  are  concerned 
with.  We  would  amend  the  4-R  Act,  so  that  a  rail  branch  line  that 
is  not  subject  to  abandonment  would  be  eligible  for  assistance  in  up- 
grading. However,  such  a  line  would  not  be  eligible  for  operating 
subsidy.  The  program  began  years  ago  as  a  subsidy  program  and 
that  is  why  it  is  only  for  abandoned  fines.  Then  it  was  amended  to 
include  upgrading,  but  the  restriction  on  the  use  of  program  funds 
for  abandoned  lines  remained. 

Mr.  Nolan.  You  have  submitted  that  within  the  last  month? 

Mr.  Brixton.  Yes;  I  think  so. 

Mr.  Nolan.  Thank  you. 

Do  you  serve  on  the  Assistant  Secretaries  working  group? 

Mr.  Shefler.  Yes;  I  do. 

Mr.  Nolan.  How  many  meetings  have  you  had  so  far? 

Mr.  Shefler.  There  have  been  two  in  the  last  year. 

Mr.  Nolan.  Do  you  feel  that  is  a  very  effective  way  for  coordinat- 
ing and  developinjg  a  good  comprehensive  national  policy  for  rural 
development,  particularly  the  transportation  aspects  of  it? 

Mr.  Shefler.  I  think  potentially  it  can  be.  That  would  depend  on 
the  quality  of  the  leadership,  and  the  quality  of  the  input  from  the 
various  agencies. 
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Mr.  Nolan.  How  essential  do  you  think  it  is  to  institutionalize 
those  kinds  of  structures  as  opposed  to  leaving  them  dependent  upon 
the  whims  or  goals  of  a  particular  administration? 

I  guess  my  question  is  this.  If  a  structure  is  developed  and  if  a 
group  is  faced  with  a  mandate  of  developing  strategy  and  policy 
and  with  specifics,  even  though  there  might  be  a  lack  or  interest  and 
lack  of  leadership,  then  you  would  still  have  this  mandate  institu- 
tionalized and  perhaps  there  might  be  more  results  emerged,  don't 
you  think?  .» 

Mr.  Shefler.  The  very  fact  that  we  pass  a  mandate  and  set  up  a 
commission  itself  is  an  impetus.  But  you  can  hold  the  leadership  of 
this  administration's  feet  to  the  fire,  and  I  think  you  will  get  effec- 
tive action  as  well. 

Let  me  make  one  comment  in  relationship  to  something  you  said. 

In  our  prepared  testimony  one  thing  that  we  indicated  that  we 
are  doing  is  that  the  Department  is  trying  to  simplify  regulations 
insofar  as  they  apply  to  rural  areas.  The  regulations  are  often  put 
into  Federal  programs  for  protective  purposes,  but  their  costs  can 
run  up  so  high  that  the  rural  areas  can  no  longer  afford  the 
programs. 

So  as  part  of  the  President's  new  effort  on  regulations,  the  very 
first  priority  of  our  Department  is  .to  look  at  rural  areas  and  to  try 
to  cut  down  the  regulatory  requirements  for  those  areas,  realizing 
that  these  are  smaller  governments  and  they  cannot  invest  the  time 
and  effort  in  complying  with  the  regulations  which  were  designed 
for  large  urban  areas..  By  doing  that,  we  can  get  a  better  balance  be- 
tween the  cost  of  the  regulations  and  the  benefits  of  the  program. 
That  is  a  very  high  priority  of  our  Department. 

Mr.  Breckinridge.  I  thank  you  for  that  information,  Mr.  Shefler, 
and  I  can  assure  you  that  it  would  be  tremendously  well  received 
wherever  it  is  received.  I  would  get  the  word  out  as  fast  and  as  wide 
as  I  could. 

Let  me  ask  you  your  thoughts  in  connection  with  your  view  of  our 
outstanding  regulations  which  you  inherited. 

Have  you  a  program  of  review  in  mind  that  would  enable  you  to 
simplify,  repeal 

Mr.  Shefler.  Absolutely.  We  have  a  regulatory  review  council  in 
our  Department  that  has  been  set  up  under  the  President's  new  reg- 
ulatory reform  priorities.  We  met  last  week,  and  we  will  be  meeting 
again  in  the  next  week.  The  number  one  item  on  our  agenda  will  bi 
the  simplification  of  existing  regulations  affecting  rural  areas. 

Mr.  Breckinridge.  Thank  you  very  much  for  that  information. 

I  would  say  that  the  other  group  that  feels  particularly  oppressed 
by  regulatory  Washington,  which  I  am  a  part  of,  and  accept  respon- 
sibility for,  is  the  small  business  group  which  is  not  able,  as  you  as 
a  practicing  attorney  and  I  know,  to  afford  the  counsel,  and  CPA's, 
and  bookkeepers,  and  the  sales  engineers,  and  the  marketing  experts 
that  can  absorb  that  kind  of  a  cost  in  a  major  corporate  structure. 

I  think  there  is  no  question  but  that  there  are  virtually  tens  of 
thousands  of  businesses  which  see  no  future,  really,  under  this  op- 
pressive weight. 
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Fm  not  trying  to  make  a  big  thing  of  it  I  am  just  saying  that  in 
the  rural  areas  and  the  small  communities  that  do  not  have  the  fiscal 
resources  to  do  the  planning  and  have  the  expertise  that  the  major 
metropolitan  areas  do,  suffer  a  discrimination  indiscriminantly.  I 
ana  glad  to  know  of  your  awareness  of  this  area. 

Thank  you  very  much. 

Mr.  Nolan.  Mr*  Shefler,  thank  you  very  much. 

Our  next  witness  is  Mr.  John  R.  Lewis,  Director  of  Domestic 
Operations,  of  ACTION. 

[The  prepared  statement  submitted  by  Mr.  Lewis  follows:] 
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STATEMENT  OF  JOHN  R.  LEWIS 
DIRECTOR,  DOMESTIC  OPERATIONS,  ACTION 
BEFORE   THE  SUBCOMMITTEE  ON  FAMILY  FARMS 

RURAL  DEVELOPMENT,  AND  SPECIAL  STUDIES 
COMMITTEE  ON  AGRICULTURE 

It  is  a  pleasure  to  have  the  opportunity  to  appear 
before  you  during  these  hearings  which  seek  information  on 
the  rural  development  impact  of  activities  and  programs 
of  Federal  agencies  and  to  review  the  merits  of  the  two 
bills  under  consideration. 

ACTION  shares  the  concerns  of  this  committee  about  the 
social  and  economic  problems  of  rural  America.   The  rural  poor 
are  faced  with  many  of  the  problems  of  the  urban  poor.   They 
also  suffer  from  an  uneven  distribution  of  services  and 
allocation  of  public  resources.    The  need  is  great  among  all 
the  rural  poor;  it  is  particularly  pressing  among  women,  the 
elderly,  and  minorities.   Our  society  has  a  responsibility 
to  correct  these  conditions.   We  must  find  a  way  to  insure 
that  rural  America  receives  its  share  of  cur  nation's  re- 
sources and  that  these  needs  are  met  in  a  vigorous  and  systematic 
manner.   Our  government  must  review  and  set  rural  development 
goals. 
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We  are  pleased  to  provide  the  subcommittee  today  with  an 
overview  of  ACTION'S  current  efforts  in  rural  areas.   ACTION'S 
VISTA  and  OAVP  volunteers  have  much  experience  in  assisting 
rural  people.   These  volunteers  are  often  a  primary  source  of 
help  in  finding  funds,  services,  or  programs  that  are  available 
to  the  community.   Equally  important,  they  are  often  the  only 
ones  who  can  devote  the  time  and  energy  to  addressing  these 
needs  on  a  continuing  basis.   By  making  information  and 
services  available,  volunteers  enable  the  people  they  work 
with  to  decide  on  their  own  priorities. 

At  ACTION  an  integral  part  of  our  mission  is  to  help 
alleviate  poverty  by  assigning  volunteers  to  work  with 
community  and  grass  roots  organizations.   The  VISTA  program 
attempts  to  distribute  its  volunteers  equitably  between  rural 
and  urban  areas  as  required  by  Section  414  of  the  Domestic 
Volunteer  Service  Act,  PL  93-113.   As  of  March  1,  1978,  approx- 
imately 40%  of  the  program  resources  were  allocated  to  rural 
areas,  and  60%  to  urban  areas. 

ACTION'S  4,64  3  VISTA  volunteers  currently  serve  in  the 
following  seven  areas  of  basic  human  needs:   Health;  Knowledge 
and  Skills;  Energy/Conservation;  Economic  Development;  Housing; 
Community  Services;  Legal  Rights.   A  total  of  1,672*  VISTA 
volunteers  are  serving  in  288  VISTA  projects  which  are  de- 
signed so  that  their  benefits  accrue  to  residents  of  rural  areas. 
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As  in  urban  areas,  VISTA 's  efforts  in  rural  areas  are 
focused  on  helping  low- income  people  determine  their  greatest 
needs  and  assisting  them  in  finding  ways  through  self-help 
to  meet  those  needs.  Volunteers  are  helping  rural  poor 
people  to  organize  themselves  to  form  consumer  coops,  to  build 
or  rehabilitate  housing,  and  to  assure  older  people  the  physical 
and  financial  security  they  deserve. 

Recently,  a  VISTA  grant  was  awarded  to  the  Federation  of 
Southern  Cooperatives,  a  non-profit  regional  association 
of  over  130  cooperatives  and  credit  unions  serving  small 
farmers  and  other  low- income  rural  people  in  eleven  states. 
The  Federation  is  a  service,  resource,  and  advocacy  organization 
designed  to  foster  self-help  community-based  development. 
The  volunteers  will  help  develop  cooperatives  of  small  farmers, 
promote  child  development  and  day  care  centers,  and  expand 
credit  union  savings  to  generate  captial  for  loans  and 
investments . 

VISTA  staff  is  currently  developing  another  grant  program 
with  rural  emphasis.   Its  focus  will  be  on  assisting  migrant 
communities  and  workers  to  lessen  isolation  from  available 
social  and  legal  services.   It  is  planned  that  volunteers  will 
travel  with  migrant  groups  and  work  to  organize  advisory 
councils  among  them.   In  addition,  volunteers  will  work  with 
resource  and  information  centers  to  help  people  learn  in 
Spanish  and  in  English  about  the  various  programs  that  are 
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available  to  them. 

In  Utah,  VISTA  volunteers  are  serving  senior  citizens 
living  in  rural  areas  through  planning  and  implementation 
of  housing  refurbishing  and  winterization  loan  programs. 
Additionally,  volunteers  have  established  a  rural  trans- 
portation service  for  the  elderly  by  getting  people  to  volun- 
teer their  time  to  transport  older  people  who  could  not  trans- 
port themselves  to  clinics,  shopping  areas,  recreational 
activities,  and  community  meetings. 

Since  1974,  in  Colorado,  VISTA  and  the  Retired  Senior 
Volunteer  Programs  have  recruited  more  than  2,000  volunteers 
across  the  state  in  a  program  designed  to  reach  out  to  Older 
Americans,  particularly  those  living  in  rural  areas.    The 
project,  which  is  sponsored  by  the  Colorado  Congress  of  Senior 
Organizations  and  funded  by  ACTION,  has  been  very  successful. 
More  than  100,000  of  Colorado's  325,000  residents  aged  60  and 
over  have  been  reached.   More  importantly,  90%  of  the  older 
residents  in  rural  communities  have  been  contacted.   Volunteers 
have  informed  the  elderly  about  federal  programs  available  to 
them  and  have  followed  up  their  initial  contacts  to  determine 
the  progress  individuals  have  made  in  receiving  benefits. 

VISTA  volunteers  are  working  to  meet  human  needs  in  Indian 
communities  in  fifteen  states.   In  New  Mexico,  VISTAs  are 
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working  with  elderly. people  in  a  meals-on-wheels  program  and 
are  establishing  a  social  service  referral  system.  On  the 
Mescalero  Reservation,  New  Mexico,  volunteers  are  working  in 
the  area  of  unemployment  and  have  established  a  job  referral 
and  training  system  to  combat  unemployment.  Volunteers  have 
also  organized  fund  raisers  so  as  to  help  finance  various 
social  and  recreational  activities. 

ACTION'S  Older  American  Volunteer  Progam  (OAVP)  consists 
of  three  programs;  Retired  Senior  Volunteer  Program  (RSVP) , 
Foster  Grandparent  Program  (FGP) ,  and  Senior  Companion  Program 
(SCP) .   The  latter  two  involve  persons  60  years  and  older  as 
volunteers  who  are  themselves  living  at  the  poverty  level. 
FGP  volunteers  serve  children  with  special  needs;  Senior 
Companions  give  supportive,  person-to-person  assistance  to 
adults  having  special  needs,  especially  the  frail  elderly. 
RSVP  offers  older  persons  of  varying  backgrounds  a  wide  variety 
of  volunteer  opportunities  within  their  communities.   The  pro- 
gram's flexibility  and  its  very  numbers,  250,000  volunteers 
serving  in  695  projects,  mean  that  its  presence  is  widespread. 
A  conservative  estimate  indicates  that  1/3  of  its  projects 
are  in  rural  areas.   RSVP  volunteers  are  serving  there  in 
a  wide  variety  of  assignments. 

In  a  6  county  area  surrounding  Carroll,  Iowa, 
$186,122  was  returned  to  older  citizens  over  a 
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3  year  period  as  a  result  of  assistance  with 
rent  and  tax  rebate  forms  provided  by  RSVP 
volunteers,   in  East  Prairie,  Missouri,  RSVP  volunteers 
serve  in  rural  schools  where  the  average  income  of 
pupils  and  their  families  is  $3,000.   The  volunteers 
assist  with  a  heart  scan  service,  work  in  a  health 
unit  and  help  in  nutrition  classes. 

In  another  rural  area,  RSVP  volunteers  have 

made  a  big  difference  in  the  life  of  the  residents 

at  a  County  Home.   Now,  accompanied  by  volunteers, 

residents  go  fishing,  shopping,  and  are  able  to 

go  out  into  the  community  in  ways  not  possible  before. 

In  rural  Appalachia  of  Ohio,  Senior  Companions 
assist  frail  elderly  with  basic  daily  living 
activities,  often  providing  the  only  service 
available  to  prevent  their  premature  or  unneces- 
sary institutionalization. 

In  Wyoming,  Foster  grandparents  are  serving  in  rural 
Head  Start  Programs,  Day  Care  Centers  and  elementary 
schools  working  with  children  with  special  needs. 

The  Domestic  Volunteer  Service  Act  requires  that  the 
gency  assure  volunteers  are  supported  with  adequate  super- 
ision  and  on-the-job  transportation  which  are  generally 
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expected  to  be  provided  through  local  initiative.   These  are 
the  very  areas  ,  however,  where  rural  projects  encounter  the 
most  difficulty.   Transportation  alternatives  beyond  the  indi- 
vidual automobile  are  lacking.   Service  providers  through 
which  volunteers  could  serve,  as  well  as  funding  and  other 
resources  are  severely  lacking  in  rural  areas.   In  addition 
the  large  geographic  areas  to  be  served  pose  a  logistics 
problem  for  the  small  staffs  of  projects  not  only  in  the 
administration  of  the  project  but  in  matching  volunteer  ser- 
vices with  those  in  need.   Therefore,  special  considerations 
have  to  be  made  when  developing  rural  projects. 

Coordination  of  ACTION  programs  with  the  Department  of 
Agriculture  has  occurred  at  the  local  level  where 
volunteers  have  either  worked  to  gain  food  stamp  benefits  for 
those  entitled  to  them,  or  have  worked  to  leverage  funds  or 
services  for  the  benefit  of  those  people  served  by  agencies 
such  as  Farmers  Home  Administration  and  the  Extension  Service. 

Coordination  between  VISTA  and  Agriculture  on  a  head- 
quarters level  has  centered  on  the  development  of  a  short- 
term  volunteer  program.   This  program,  tentatively  called  the 
Food  Corps,  would  focus  on  public  education  regarding  the  new 
food,  stamp  regulations  arising  from  recently  amended  legis- 
lation which  could  affect  20,000,000  potential  recipients. 


Digitized  by 


Google 


341 

It  is  envisioned  that  VISTA  would  pay  volunteer  training 
rosts,  support  costs,  partial  transportation  and  partial  super- 
risory  costs.   Agriculture  would  pay  the  majority  of  costs 
for  volunteer  transportation  and  supervisory  costs  as  well 
is  the  services  or  materials  to  be  delivered  by  the  volunteers, 
because  of  budget  limitations  this  program  cannot  begin  before 
:he  summer  of  1979. 

Both  VISTA  Volunteers  and  Older  American  Volunteers 
have  demonstrated  a  sensitivity  to  the  problems  of  rural 
people.   Many  VISTA  Volunteers  are  locally  recruited  and 
all  Older  American  Volunteers  are  locally  recruited.   As  such, 
they  have  an  understanding  of  the  perspective  local  people 
have  on  those  problems.   Their  work  has  served  to  stimulate 
local  governments  and  service  providers  by  demonstrating 
that  problems  exist  and  that  solutions  can  be  found. 

Although  ACTION  does  not  have  a  rural  development  policy 
level  office  ,  rural  programming  has  been  an  integral  part  of 
the  agency,  and  we  have  recently  appointed  a  Rural  Development 
Task  Force  that  is  responsible  for  developing  an  expanded 
rural  strategy.   Part  of  this  strategy  will  include  maximizing 
existing  rural  programs.   Another  part  will  involve  developing 
new  programs  designed  specifically  to  meet  the  needs  of  rural 
America.   Such  programs  might  include  focusing  on  economic 
development  for  rural  women,  migrants,  and  tenant  farmers. 
Emphasis  will  be  placed  on  the  seven  categories  of  basic 
human  needs,  particularly  on  nutrition  and  health,  housing 
and  service  delivery. 
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Mr.  Nolan.  Thank  you  very  much,  Mr.  Lewis. 

Mr.  Breckinridge  and  Mr.  Sebelius,  do  either  of  you  have  ques- 
tions? 

Mr.  Breckinridge.  I  have  no  questions. 

I  want  to  thank  the  gentleman  for  his  testimony.  He  is  doing  very 
important  work,  and  I  think  that  this  information  will  be  very  use- 
ful to  the  subcommittee. 

I  might  say  that  the  subcommittee  stands  ready,  willing,  and  able 
to  receive  on  a  continuing  basis  the  benefit  of  you  and  your  associ- 
ates9 experience  and  observations  in  order  that  we  might  better  un- 
derstand the  problems. 

Mr.  Lewis.  Thank  you. 

Mr.  Nolan.  Mr.  Lewis,  I  thank  you  also. 

VISTA  does  a  good  job,  from  what  I  have  seen  in  my  area,  of 
picking  up  and  working  on  some  of  the  problems  that  fall  between 
the  cracks  of  all  the  various  other  Federal  programs  that  are  insti- 
tutionalized and  are  of  broad  national  concern.  It  is  a  very,  very  im- 
portant, vital  component  of  a  good  comprehensive  overall  rural  de- 
velopment effort  here  in  this  country. 

We  thank  you  very  much. 

We  have  a  vote  on  the  floor  on  the  Flowers  amendment  to  the 
public  disclosure  lobbying  bill,  so  the  subcommittee  will  recess  for 
about  10  minutes. 

[Recess  taken.] 

Mr.  Nolan.  The  subcommittee  will  reconvene. 

We  saved  the  best  for  last.  So,  at  this  time  I  would  like  to  call  on 
Mr.  Bill  Bechtel,  Federal  Co-Chairman  of  the  Upper  Great  Lakes 
Regional  Commission,  Title  V  Commissioners,  Department  of  Com- 
merce. 

We  thank  you,  sir,  for  your  patience  and  your  willingness  to  stick 
it  out  and  provide  us  with  your  testimony. 

[The  prepared  statement  of  Mr.  Bechtel  follows:] 
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UPPER  GREAT?  LAKES 
REGIONAL  CCHVIMISSION 

-* — \      /  / 

OFFICE  OF  THE  FEDERAL.  COCHAIRMAN  '^  /- 

April  19,  1978 

Testimony  by  William  R.  Bechtel  before  House  Subcommittee 
on  Family  Farms,  Rural  Development  and  Special  Studies 

MR.  CHAIRMAN,  members  of  the  subcommittee:   I  was 
asked  to  testify  here  today  as  a  representative  of  the 
Regional  Development  Commissions  which  have  been  established 
under  Title.  V  of  the  Public  Works  and  Economic  Development 
Act  of  1965.   These  commissions,  like  the  separately  author- 
ized Appalachian  Regional  Commission,  receive  Federal  funds 
to  develop  and  carry  out  a  comprehensive  economic  development 
program  for  their  multi-state  region.   The  commissions  are 
governed  by  the  Governors  of  the  states  in  each  region,  plus 
a  Federal  Cochairman  appointed  by  the  President.   Most  of 
their  work  is  in  rural  development,  although  they  are  not 
expressly  limited  to  serving  rural  areas. 

In  my  testimony,  I  will  also  speak  from  my  prior 
experience  as  a  state  official  responsible  for  rural  develop- 
ment.  From  1975  through  mid-1977,  I  was  Secretary  of  the 
Wisconsin  Department  of  Local  Affairs  and  Development,  a 
state  agency  which  provides  a  variety  of  assistance  to  small 
cities  and  rural  communities.   I  also  was  on  the  board  of 
directors  of  the  national  organization  of  such  state  agencies  - 
the  Council  of  State  Community  Affairs  Agencies  (COSCAA) , 
which  is  headquartered  in  Washington. 

The  Upper  Great  Lakes  Region  which  I  presently  serve  — 
the  northern  119  counties  of  Michigan,  Wisconsin  and  Minnesota 
is  a  good  model  for  a  study  of  rural  development  needs.   This 
is  a  vast  area,  almost  700  miles  wide,  made  up  largely  of 
small  cities  and  rural  areas.   It  has  only  10  cities  larger 
than  20,000  population,  the  standard  used  in  the  bills  before 
you.   There  are  6  in  Wisconsin,  3  in  Minnesota,  and  only  1  in 
Michigan.   Of  our  total  Regional  Commission  population  of  over 
3  million,  only  472,000  or  less  than  15%  live  in  those  cities. 
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The  Upper  Great  Lakes  region  is  a  good  model  also 
because  it  illustrates  a  basic  problem  in  rural  development: 
The  economic  problems  of  this  region  are  caused  by  profound 
economic  changes  which  are  outside  its  control.   The  failure 
of  this  area  to  develop  at  a  pace  equal  to  the  lower  parts 
of  the  Great  Lakes  region,  or  the  Nation  as  a  whole,  was 
not  the  "fault"  or  the  choice  of  the  people  who  live  there. 
Furthermore,  the  lack  of  development  penalizes  not  only 
those  people  who  live  in  the  underdeveloped  area,  but  all 
of  our  citizens,  because  this  underdeveloped  region  must 
receive  a  disproportionate  share  of  state  shared  taxes, 
school  aids,  welfare  payments,  and  so  forth.   In  effect,  it 
is  "carried"  by  the  more  prosperous  regions  of  the  three 
states.   Also,  the  solution  to  this  problem  does  not  lie  in 
moving  these  3  million  people  to  our  large  cities.   The  solu- 
tion lies  in  helping  them  to  attain  the  level  of  economic 
growth  and  development  which  will  put  them  in  the  economic 
mainstream. 

Those  are  basic  factors  of  rural  development  which  the 
committee  ought  to  consider.   To  me,  it  is  those  factors  which 
justify  Federal  intervention  in  behalf  of  rural  development. 

In  the  brief  time  available  here  today,  I  will  concen- 
trate on  what  I  consider  the  fundamentals  of  rural  development. 

First  of  all,  for  a  definition,  by  rural  development  I 
mean  the  effort  to  provide  job  opportunities,  improved  public 
services,  and  a  high  quality  of  life  to  people  who  live  in 
rural  areas  and  small  cities.   By  rural  development  I  do  not 
mean  "technical  assistance  to  farmers . "  The  economic  health 
of  agriculture  and  agriculture-related  businesses  is  vitally 
important  in  rural  development,  but  we  must  understand  that  a 
rural  development  program  today  must  go  far  beyond  providing 
expert  assistance  in  farm  practices. 

Secondly,  although  some  present  here  may  not  like  to 
hear  me  say  it,  I  don't  think  rural  development  can  be  clearly 
separated  from  urban  development.   Certainly  a  special  effort 
is  required  to  assure  that  rural  problems  receive  adequate 
recognition  in  this  highly  urbanized  nation  of  ours.   Devices 
such  as  earmarking  of  funds  must  be  used  to  assure  some  equity 
in  funding.   But  at  the  same  time,  we  must  recognize  that  there 
are  many  similarities  in  both  the  problems  and  the  root  causes 
of  the  problems  which  afflict  our  urban  and  rural  areas. 
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Rural  poverty  and  urban  poverty  have  much  in  common. 
Dilapidated  housing  in  rural  areas  is  much  like  that  in  urban 
areas,  and  both  areas  face  severe  housing  shortages  and  sky- 
rocketing prices.   Lack  of  employment  opportunities,  particu- 
larly for  young  people,  is  usually  the  No.  1  problem  in 
underdeveloped  rural  areas  just  as  it  is  in  inner  cities. 

More  fundamentally,  rural  and  urban  poverty,  unemploy- 
ment, and  other  ills  caused  by  lack  of  economic  development 
have  common  roots. 

Today's  urban  problems  were  set  in  motion  largely  by 
the  great  depression  of  the  1930 's,  the  drought  and  dust bowl 
period,  and  the  mechanization  of  agriculture.   This  caused 
millions  of  people  to  leave  the  farms  and  move  into  the  cities 
in  search  of  jobs.   Over  the  almost  50  year  period  that  this 
has  been  going  on,  there  have  been  severe  impacts  at  both  ends 
of  the  urban-rural  axis.   Many  rural  communities  have  declined 
in  population  and  have  lost  their  importance  as  retail  centers. 
Railroad  stations,  post  offices,  theaters,  hotels,  and  family 
owned  businesses  have  closed.   In  larger  cities,  some  of  the 
new  migrants  have  done  well,  but  others  have  found  themselves 
crowded  into  housing  which  is  now  75  or  more  years  old,  and 
which  is  not  economically  viable  today.   They  can't  buy  it, 
and  the  owners  can't  or  won't  maintain  or  replace  it.   Many 
have  found  their  urban  jobs  eliminated  as  industries  have 
moved  to  the  suburbs,  or  to  different  parts  of  the  country. 
Many  lack  the  education  and  skills  to  adapt  to  the  swiftly 
changing  urban  environment. 

Let  me  just  summarize  by  restating  that  urban  and  rural 
problems  have  common  roots  —  roots  which  I  find  largely  in 
the  swings  of  the  economic  cycle  and  the  periodic  movements 
of  people  about  the  country  in  search  of  opportunity.   Any 
national  program  to  cope  •'With  urban  or  rural  development  needs 
must  recognize  these  root  causes. 

The  third  point  I  want  to  make  is  that  rural  development 
cannot  just  be  another  Federal  program.   It  involves  agricul- 
tural  policy,  transportation,  housing,  education,  manpower 
training,  job  creation,  environmental  protection,  health  and 
welfare,  and  so  on.   There  is  no  way  we  can  fix  responsibility 
and  appropriate  enough  money  to  some  agency  to  "take  care  of 
rural  development." 

That  leads  me  to  my  fourth  point,  which  is  that  Federal 
rural  development  efforts  must  be  carefully  reshaped  so  that 
the  states  take  on  a  much  more  significant  role  in  rural 
development. 
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The  worst  tendency  the  Federal  government  has  is  to 
seize  an  appropriation,  granted  for  some  noble  purpose,  and 
then  ride  off  in  all  directions  trying  to  solve  the  problems 
of  hundreds  of  thousands  of  communities  and  millions  of 
people  scattered  all  across  the  country. 

Even  though  the  lack  of  rural  development  is  a  serious 
problem  for  the  Nation,  which  fully  justifies  action  by  the 
Congress,  the  Federal  role  must  be  carefully  defined  as 
assisting  state  and  local  efforts. 

There  simply  are  too  many  communities  for  the  Federal 
government  to  undertake  to  "develop"  them  all.  And  even  if 
we  could,  the  Federal  government  would  have  no  idea  as  to  how 
the  various  communities  should  develop. 

The  plans  and  the  initiatives  must  come  from  the  state 
and  local  levels. 

If  the  Federal  government  does  try  to  deal  directly 
with  rural  communities,  the  best  we  could  hope  for  would  be  a 
scatter-shot  pattern  of  token  programs  around  the  country 
designed  to  display  our  good  intentions.  There  is  no  way  a 
Federal  agency  can  undertake  rural  development  on  a  coordinated 
and  comprehensive  basis  unless  it  develops  a  close  working 
partnership  with  the  states. 

I  realize  that  the  record  of  state  governments  in  the 
past  is  not  very  good.  And  I  realize  that  there  still  are  a 
few  states  today  which  show  little  interest  in  the  problems 
of  the  poor,  the  unemployed,  and  the  underdeveloped  communities. 
But  those  are  the  exception.  The  great  majority  of  states, 
and  the  great  majority  of  Governors,  understand  that  rural 
development  is  their  responsibility  and  they  are  anxious  to 
address  the  problem.  Federal  policy  should  concentrate  on 
encouraging  and  assisting  them. 

The  Federal  government  can  provide  funds  to  help  build 
the  appropriate  institutional  structure.  A  Rural  Development 
Council,  such  as  we  created  last  year  in  Wisconsin,  is  of  major 
value  in  spotlighting  unique  rural  development  needs  and 
encouraging  cooperation  across  agency  lines,  bringing  the  vast 
extension  service  into  a  working  partnership  with  state  agencies, 
for  example. 
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Rural  development  districts,  or  substate  districts, 
or  regional  planning  commissions,  as  we  call  them  in  Wisconsin, 
are  very  valuable  in  bringing  professional  expertise  to 
rural  areas  and  doing  the  long  range  planning  and  grantsman- 
ship  which  such  areas  could  not  do  by  themselves.   EDA  and 
Regional  Commissions  supplement  state  and  local  funding  for 
these  commissions. 

Every  state  should  have  something  like  a  Department 
of  Community  Development,  particularly  to  assist  smaller 
communities  in  planning,  establishing  sound  management  pro- 
cedures, and  dealing  with  Federal  agencies.   It  is  simply 
impossible  for  small  communities  to  undertake  sound  development 
efforts  without  such  state  assistance. 

The  various  Federal  grant  making  agencies  should  consult 
these  state,  regional,  and  local  bodies  in  developing  their 
regulations  and  guidelines  and  in  making  their  grants.   Where- 
ever  possible.  Federal  agencies  should  allow  state  and  local 
bodies  to  set  priorities  and  determine  the  general  policies 
toward  development. 

Let  me  contrast  two  extremes  to  make  my  point. 

On  the  one  extreme  we  have  the  Local  Public  Works 
program,  through  which  in  the  past  two  or  three  years  we 
spent  $6  billion  of  public  funds  on  local  construction  projects. 

Telegrams  were  sent  to  every  community  in  America 
urging  them  to  dash  off  an  application.   They  did,  and  EDA  was 
buried  under  some  20,000  hastily  prepared  applications  costing 
some  $20  billion.   All  were  rejected.   After  regrouping,  EDA 
tried  again,  with  new  and  more  elaborate  guidelines.   A  new 
avalanche  of  applications  poured  in.   They  were  scored  as  to 
job  intensity,  unemployment  rate  of  the  applying  community, 
and  other  factors,  and  fed  into  a  computer.   By  comparing 
scores  carried  out  to  two  decimal  places  (like  41.49),  the 
computer  picked  the  winners.   Howls  of  protest  shook  the 
nation.   In  the  second  round  of  funding,  some  improvements 
were  made.   But  in  my  opinion,  the  whole  thing  was  a  travesty. 

We  spent  $6  billion  —  the  greatest  investment  in 
public  works  since  the  great  depression  —  while  disregarding 
every  element  of  sound  local,  state,  and  Federal  planning 
which  we  have  developed  over  the  last  20  years.   We  disregarded 
the  plans  of  local  communities,  of  regional  planning  commissions, 
of  the  state,  and  of  the  Regional  Commissions.   We  ignored  701 
planning,  302  planning,  and  every  other  kind  of  planning.   We 
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forced  virtually  every  unit  of  government  in  America  to  go 
through  a  fruitless  exercise;  and  thereby  strained  local- 
state  -Federal  relations  even  further.   Meanwhile,  most 
communities  still  have  today  the  same  unmet  needs  they  had 
before  LPW  came  along. 

That  is  one  extreme  —  dumping  billions  of  dollars  of 
Federal  funds  according  to  purely  Federal  decisions,  disre- 
garding sound  planning  concepts  and  carefully  developed  local 
and  state  priorities. 

At  the  other  extreme  I  would  cite  the  Pilot  Community 
Development  Program  we  have  in  Wisconsin.  We  selected  five 
communities  based  on  objective  criteria,  such  as  need  for 
development,  growth  possibilities,  etc.  After  gaining  their 
approval,  we  moved  into  each  with  an  interagency  committee 
of  technical  assistance  experts.   We  urged  each  community  to 
set  up  a  citizens  community  development  committee,  to  inven- 
tory community  needs  and  set  priorities  for  future  development. 
Once  a  community  plan  is  developed,  the  state  has  committed 
itself  to  work  with  the  community  to  try  to  find  funds  to 
carry  out  each  element  of  the  plan.   This  is  total  bottoms  up 
planning.   It  is  time  consuming  and  costly.   Obviously  it 
can't  be  done  with  every  community  at  one  time. 

Sound  rural  development  approaches  must  find  some  balance 
between  these  two  extremes. 

Title  V  Regional  Commissions,  such  as  our  Upper  Great 
Lakes  Regional  Commission,  play  a  vital  role  in  rural  devel- 
opment.  These  commissions,  with  their  highly  flexible  funds, 
effectively  complement  state  and  local  development  institutions 
such  as  I  have  mentioned.  They  make  it  possible  for  Governors 
and  their  key  department  heads  to  package  programs  to  meet  true 
state  and  local  needs.   Once  a  state  identifies  a  potential 
program  or  project  as  a  priority,  it  can  make  an  initial  grant 
of  Regional  Commission  funds  and  use  this  as  the  nucleus  for 
diverse,  interagency,  intergovernmental  funding. 

We  have  done  this  time  and  again,  supplementing  funds 
from  Farmers  Home,  HUD,  EDA,  and  others  to  obtain  a  leverage 
factor  of  4  to  1  or  more,  and  assuring  these  agencies  .as  well 
as  ourselves  of  good,  successful  projects. 

Also,  regional  commissions  enable  Governors  to  deal  with 
issues  of  much  larger  significance  in  rural  development.   For 
example,  in  our  three  state  commission  we  have  interstate 
projects  underway  to  promote  our  joint  recreational  resources. 
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to  save  and  in  some  cases  improve  our  railroad  systems,  to 
improve  air  transportation,  to  develop  new  uses  for  our  shared 
natural  resources  such  as  forest  products,  minerals,  and  fish, 
and  to  conserve  energy.   None  of  these  problems  could  be 
attacked  by  a  single  community,  especially  a  rural  community. 
We  must  be  able  to  attack  problems  on  a  scale  large  enough 
to  permit  solutions. 

In  closing,  as  a  former  state  official,  what  I  would 
plead  for  is  some  stability  in  Federal  development  efforts. 
We  have  many  fine  programs.   What  we  need  now  is  to  develop 
good  working  partnerships  between  these  Federal  programs  and 
state  and  local  agencies,  and  then  give  the  programs  and  their 
managers  a  chance  to  work .   We  must  stop  the  bewildering 
proliferation  and  duplication  of  programs,  the  invention  of  a 
new  remedy  each  time  the  latest  one  fails  to  produce  an  instant 
cure. 


(The  attachment  is  held  in  the  file.) 
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Mr.  Nolan.  Thank  you  very  much. 

Mr.  Breckinridge,  any  questions? 

Mr.  Breckinridge.  I  am  sorry  that  I  missed  part  of  the  gentle- 
man's testimony.  This  explains  why  he  was  asked  to  represent  this 
Commission. 

What  is  the  state  of  development  of  the  national  rural  develop- 
ment, and  the  community  development,  the  urban  development-— 
let's  just  say  the  development  associations,  with  an  eye  to  being  able 
to  tap  their  views  on  a  continuing  basis  and  getting  their  expertise 
and  so  on,  at  the  Federal,  State,  and  local  levels  ? 

Mr.  Bechtel.  If  I  understand  your  question,  we  have  eight  re- 
gional development  commissions,  such  as  the  one  I  represent,  funded 
under  the  Public  Works  and  Economic  Development  Act.  They 
cover  34  States.  Then  we  have  the  Appalachian  Regional  Commission 
which  is  funded  under  a  separate  act. 

Between  the  eight  title  V  regional  commissions  and  the  Appala- 
chian Regional  Commission,  much  of  the  country  is  covered,  but 
there  still  are  significant  States  that  are  not  covered,  So,  we  do  not 
have  a  national  system  of  regional  commissions. 

The  administration  is  considering  this.  I  think  there  is  a  possi- 
bility that  the  administration  will  take  a  position  on  such  legislation 
in  this  session  of  Congress. 

The  Appalachian  Governors  are  sponsoring  a  bill  that  would 
cover  the  entire  Nation  with  regional  development  commissions. 

Among  the  States  that  are  omitted  now  are  an  important  Mid- 
western band,  Ohio,  Indiana,  Illinois,  and  Iowa,  and  most  of  Cali- 
fornia, Texas,  and  Delaware,  for  example.  There  are  applications  in 
from  all  of  the  States  that  are  not  covered. 

If  those  applications  were  granted,  we  would  have  a  nationwide 
system  of  regional  development  commissions;  Then,  as  we  do  in  our 
area,  they  could  work  with  all  of  the  different  Federal  grant-making 
agencies  that  we  have  to  try  to  package  their  funding  for  the  benefit 
of  the  communities  and  regions. 

Mr.  Breckinridge.  At  the  national  level  there  is  a  national  group- 
ing that  is  representative  of  the  joint  problems  of  the  various 
regions? 

Mr.  Bechtel.  The  Federal  cochairmen  of  the  commissions  meet 
informally,  but  there  is  no  formal  structure. 

Mr.  Breckinridge.  There  is  no  staff  working  relationship? 

Mr.  Bechtel.  No.  The  Department  of  Commerce  provides  staff 
services  to  all  of  the  commissions  except  the  Appalachian  Regional 
Commission  which  is  completely  independent,  but  there  really  is  no 
national  body  that  is  developing  regional  development  policy,  except 
as  that  comes  down  from  the  White  House  and  OMB. 
.  Mr.  Breckinridge.  I  am  glad  they  were  able  to  get  together  to  get 
you  to  appear  and  testify.  I  think  it  would  be  helpful  if  they  could, 
perhaps,  formalize  their  relationships  even  more  for  the  purpose  of 
determining  and  identifying  views  and  positions  in  terms  of  setting 
priorities. 

Mr.  Bechtel.  We  think  the  regional  commission  device  is  an  ef- 
fective one  to  knit  the  various  States  and  programs  together  in  a 
common  program  for  the  region. 
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Mr.  Bkegkinbidoe.  Thank  you  very  much. 

Mr.  Nolan.  Mr.  Bechtel,  we  thank  you  very  much. 

Let  me  call  on  Mr.  Mercure,  but  before  I  do  that,  I  would  like  to 
ask  for  unanimous  consent  of  the  subcommittee  that  the  statements 
of  other  people  in  attendance  at  the  hearing  here,  or  those  who  wish 
to  have  statements  made  a  part  of  the  record,  be  allowed  to  do  so. 

We  want  to  thank  all  those  people  and  anyone  else  who  would  like 
to  submit  a  statement  for  the  record.  We  will  greatly  appreciate  it. 

At  this  time,  I  would  like  to  call  on  Mr.  Mercure  for  any  reactions 
he  might  have  to  some  of  the  testimony  that  has  been  given  here  this 
afternoon,  and  then,  perhaps,  Mr.  Breckinridge  and  myself  might 
have  a  question  as  well. 

Mr.  Mebcure.  One  of  the  observations  that  I  would  like  to  make 
is  that  Mr.  Bechtel  has  concisely  summarized  our  perceptions  of  the 
challenge  for  rural  development.  I  would  like  to  note  that  those  of 
us  who  have  had  experience  working  in  the  rural  setting  don't  seem 
to  have  a  great  deal  of  difference  in  the  approaches  that  are  neces- 
sary to  respond  to  those  needs  of  rural  communities. 

I  think  that  you  have  witnessed  today,  and  I  hope  with  some  en- 
couragement; the  obvious  interests  in  rural  development  on  the  part 
of  the  agencies  represented  by  all  of  the  preceding  witnesses. 

While  there  were  some  disagreements,  and  while  I  could  probably 
react  to,  at  least,  one  or  two  agencies'  comments  about  the  whole 
question  of  how  comprehensive  any  one  of  the  programs  being  ad- 
ministered is,  I  think  the  most  honest  reaction  I  nave  is  that  none  of 
us  administer  comprehensively  enough  in  terms  of  community  in- 
vestment programs.  I  reiterate  that  the  planning  and  support  for 
small  communities  is  grossly  fragmented. 

I  do  not  think  that  has  changed  as  a  result  of  today's  testimony. 

But,  I  think  that  the  administration  has  begun  to  deal  with  the 
problems  of  coordinating  these  resources,  not  vet  as  effectively  as  all 
of  us  would  like  to,  and  perhaps  not  as  publicly  as  has  been  the  case 
in  the  urban  policy  program,  and  probably  with  the  same  scale  of 
disagreements  that  operate  from  one  department  to  another. 

I  think  the  important  part  of  it  is  that  the  administration  has  laid 
on  us  the  responsibility  to  seriously  take  those  issues  and  begin  to 
deal  with  them  in  a  constructive  and  cohesive  fashion.  It  would  take 
considerably  more  discussion  to  get  to  the  question  about  what  is 
rural  and  what  is  urban,  and  what  are  the  appropriate  interfaces 
between  rural  and  urban.  It  is  going  to  take  considerably  more  dis- 
cussion before  we  begin  to  deal  with  the  whole  issue  of  whether  or 
not  there  should  be  one  Federal  agency  totally  in  charge.  I  don't 
think  I  would  disagree  with  any  of  the  people  who  indicated  that 
there  not  be  one  Federal  agency  that  does  all  things  to  all  folks  in 
rural  America,  or  any  other  part  of  America. 

I  think,  however,  that  it  is  important  that  at  some  point,  the  whole 
question  of  local  and  State  priorities  for  development  in  those  com- 
munities be  clearly  identified,  and  that  an  appropriate  kind  of  rela- 
tionship between  the  Federal  Government  and  those  other  levels  of 
government  be  operationalized. 

It  is  with  that  in  micd,  that  we  have  communicated  with  all  the 
Governors  of  all  of  the  States  in  listing  their  interests. 
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I  would  like  to  point  this  out.  One  of  my  first  meetings  with  the 
Rural  Development  committees  was  with  the  Wisconsin  Rural  De- 
velopment Council  just  before  Governor  Lucie  departed  for  Mexico. 
It  is  on  the  basis  of  those  experiences  that  much  of  what  we  have 
said  today  was  put  together. 

I  want  to  thank  you,  Mr.  Chairman,  and  Mr.  Breckinridge,  and 
all  the  other  members  of  the  subcommittee,  for  providing  this  forum 
for  us  to  present  to  you  our  various  perceptions,  clearly  with  some 
disagreements,  but  also  outlining  to  you  the  kinds  of  directions  We 
intend  to  undertake  with  the  Assistant  Secretaries  Working  Group 
and  other  coordinating  mechanisms  in  place.  I  want  to  pledge  the 
Department  of  Agriculture's  continued  efforts,  in  the  name  of  Sec- 
retary Bob  Bergland,  to  work  with  you  in  improving  the  level  of 
our  support  to  local  communities  in  their  continuing  effort  to  meet 
the  needs  of  their  people. 

Mr.  Nolan.  Thank  you  very  much,  Mr.  Mercure, 

Mr.  Breckinridge,  do  you  have  any  questions? 

Mr.  Breckinridge.  Mr.  Mercure  leaves  me  absolutely  speechless. 
1  have  no  questions  at  all. 

I  thank  nim. 

Mr.  Nolan.  Mr.  Mercure,  do  vou  chair  the  Assistant  Secretaries 
Working  Group  for  Rural  Development? 

Mr.  Mercure.  Yes. 

Mr.  Nolan.  Were  you  responsible  for  initiating  this  effort?  That 
is,  the  Assistant  Secretaries  Working  Group? 

Mr.  Mercure.  The  Assistant  Secretaries  Working  Group,  as  you 
know,  was  built  into  the  Rural  Development  Act  in  1972. 

Very  honestly,  the  more  recent  efforts  of  building  this  interagency 
work  group  have  been  through  the  office  of  Stuart  Eisenstadt  ana 
Jack  Watson  in  the  White  House.  That  was  the  stimulus  for  the 
meeting  this  past  Monday,  which,  as  I  said,  began  to  focus  on  spe- 
cific solutions  to  specific  problems  as  they  affect  local  communities. 

Mr.  Nolan.  Was  this  at  the  urging  of  the  Department  of  Agri- 
culture? 

Mr.  Mercure.  Yes.  We  clearly  asked  that  they  take  the  leadership 
role. 

But  I  should  point  out  that  it  did  not  require  a  great  deal  of  urg- 
ing. I  think  they  were  very  tuned  into  the  need  for  doing  this. 

Mr.  Nolan.  Well,  I  thank  you  very  much. 

The  interest  and  action  that  you  have  been  stimulating  among 
the  various  Federal  agencies  and  the  projects  that  you  have  initiated, 
and  are  coordinating  that  we  learned  about  here  today,  are  a  source 
of  comfort  as  well  as  enlightenment  for  this  subcommittee. 

As  I  said  at  the  beginning,  President  Carter's  appointment  of 
Alex  Mercure  as  Assistant  Secretary  for  Rural  Development  has 
been  one  of  the  bright  lights  of  this  administration.  If  anything, 
that  light  is  brighter  at  this  moment  than  it  was  at  the  beginning 
of  the  day. 

We  thank  you  very  much.  i 

Mr.  Mercure.  Thank  you. 

Mr.  Nolan.  That  concludes  the  hearing. 

TWhereupon  at  5:25  p.m.,  the  subcommittee  was  adjourned.] 

[The  extraneous  material  submitted  to  the  subcommittee  follows :] 
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ftrcn  emir  AcmmnjUicn      490  l  enfant  plaza,  s.w.    Washington,  o.c.  20578 


April  18,  1978 


Honorable  Richard  Nolan 

Chairman,  House  Agriculture  Subcommittee  on 

Family  Farms,  Rural  Development  and 

Special  Studies 
Washington,  D.  C.  20505 

Dear  Mr.  Nolan: 

I  write  in  response  to  your  letter  of  March  27,  1978,  which  requests  the 
Farm  Credit  Administration  to  provide  Information  to  the  Subcommittee 
on  Family  Farms,  Rural  Development  and  Special  Studies  on  the  proposed 
"Rural  Development  Policy  Act"  (H.R.  10885)  and  the  proposed  "Rural 
Community' Development  Act"  (H.R.  9983).  Before  addressing  the  specific 
questions  raised  in  your  letter,  I  would  like  to  provide  an  overview  of 
Farm  Credit's  role  in  "rural  development"  in  the  broad  sense  of  that  term. 

As  you  know,  the  Farm  Credit  Administration  has  no  authority  to  Implement 
Government  rural  development  programs.  Instead,  the  agency  is  authorised 
by  the  Farm  Credit  Act  of  1971  (P.L.  92-181)  to  regulate  and  supervise  the 
borrower-owned  lending  institutions  which  comprise  the  Farm  Credit  System. 
While  the  institutions  of  the  Farm  Credit  System  do  not  directly  Implement 
the  Rural  Development  Act  of  1972,  they  do  make  a  very  significant  contri- 
bution to  the  development  of  rural  America.  They  do  this  by  providing  credit 
and  closely  related  services  to  farmers,  ranchers,  producers  and  harvesters 
of  aquatic  products,  agricultural,  electric  and  aquatic  cooperatives,  rural 
homeowners,  and  certain  businesses  providing  farmer*  with  services  essential 
to  their  on- farm  operating  needs. 

It  Is  significant  that  the  cooperative  Institutions  which  comprise  the  Farm 
Credit  System  serve  as  a  conduit  for  funds  from  the  Nation's  money  markets 
to  the  farmers  and  ranchers.  Agriculture  is  the  single  largest  enterprise 
in  the  Nation.  Accordingly,  the  System  by  expediting  the  flow  of  funds  to 
farmers  in  turn  contributes  materially  to  the  well  being  of  the  rest  of  the 
rural  community,  which  depends  so  heavily  on  the  agricultural  Industry  for 
viability. 
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Even  more  significant,  perhaps,  Is  the  fact  that  the  System  operates  with 
no  cost  to  the  taxpayer.  Even  the  operating  cost  of  the  Farm  Credit  Admin- 
istration Is  assessed  to  the  users  of  the  System.  Loan  funds  are  procured 
by  sale  of  bonds  and  debt  instruments  to  the  public  which  carry  no  Govern- 
ment guarantee.  During  the  past  calendar  year,  the  System,  through  the 
sale  of  securities,  was  able  to  obtain  over  $39  billion  in  loan  funds  in 
this 


To  fulfill  these  purposes,  the  country  Is  divided  Into  12  Farm  Credit 
Districts.  At  the  same  location  in  each  district,  there  is  a  Federal 
land  bank,  a  Federal  intermediate  credit  bank,  and  a  bank  for  cooperatives. 
There  Is  also  a  Central  Bank  for  Cooperatives  in  Denver,  Colorado.  The 
banks  obtain  their  loan  funds  through  the  sale  of  consolidated  bonds  and 
discount  notes. 

Federal  Land  Banks  —  Federal  Land  Bank  Associations  —  The  Federal  land 
banks  make  mortgage  loans  with  terms  of  from  5  to  40  years  through  540 
Federal  land  bank  associations.   Loans  are  made  for  a  variety  of  purposes, 
including  the  purchase  of  farm  property,  rural  homes,  and  real  estate  needed 
foT  farm  related  businesses;  purchase  of  equipment,  machinery  and  livestock; 
refinancing  existing  mortgages  and  paying  other  debts;  and  financing  other 
needs  of  the  borrower. 

Federal  Intermediate  Credit  Batiks  —  Production  Credit  Associations.  —  The 
Federal  intermediate  credit  banks  provide  loan  funds  to  430  production  credit 
associations  and  discount  notes  of  eligible  borrowers  given  to  certain  other 
institutions  financing  agricultural  producers   Production  credit  associations 
make  loans  with  terms  of  up  to  7  years  to  farmers,  ranchers,  producers  and 
harvesters  of  aquatic  products,  rural  homeowners  and  certain  farm-related 
businesses.  Loans  are  made  for  a  variety  of  purposes  related  to  the  production 
of  agricultural  products,  the  production  and  harvesting  of  aquatic  products, 
the  purchase,  repair,  or  maintenance  of  rural  homes,  and  other  requirements 
of  borrowers. 

Banka__for  Cooperatives  —  The  12  district  banks  for  cooperatives  serve 
marketing,  supply,  and  business  service  cooperatives  whose  headquaters  are 
within  their  respective  territories .  The  banks  provide  these  cooperatives 
with  a  complete  credit  service  designed  to  fill  their  spec tail zed  needs. 
The  Central  Bank  for  Cooperatives  participates  with  the  district  banks  in 
making  loans  which  exceed  the  district  bank's  lending  capacity. 

In  sum,  the  System  which  the  Farm  Credit  Administration  supervises  contributes 
to  rural  development.  This  is  accomplished  through  furtherance  of  the  ob- 
jective stated  in  the  Farm  Credit  Act  of  1971,  of  "Improving  the  income  and 
well-being  of  American  farmers  and  ranchers  ..."  Farmers  snd  ranchers  un- 
doubtedly influence  rural  America  more  than  any  other  non-urban  group. 
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Hopefully,  the  above  account  of  Pan  Credit's  indirect  role  in  rural  develop- 
ment will  help  to  clarify  the  following  response  to  the  specific  questions 
raised  in  your  letter  of  Kerch  27. 

Part  I 

1.  &  3.   Virtually  all  the  owner-users  of  the  System  are  residents  of 

rural  America.  The  Perm  Credit  Act  of  1971  ensures  this  by 
setting  eligibility  requirements  for  all  potential  borrowers. 
These  eligibility  requirements  are  summarized  in  the  appendix 
of  this  letter. 

One  responsibility  of  the  Perm  Credit  Administration  is  to 
ensure  that  System  institutions  comply  with  the  eligibility 
requirements  of  the  1971  Act.  This  responsibility  is  dis- 
charged by  the  agency  as  a  part  of  its  regular  examination 
and  supervision  of  the  banks  and  associations  which  comprise 
the  Perm  Credit  System. 

2.  As  the  table  below  indicates,  the  overwhelming  majority  of 
Perm  Credit  loans  are  made  exclusively  to  American  farmers, 
ranchers  and  their  cooperatives.  We  consider  this  lending 
activity  to  be  the  most  significant  contribution  of  Perm 
Credit  to  "rural  development"  In  the  broad  sense  of  the  term. 


Borrowers 
Served  as  of 
2/28/78 

Outstanding 
Loans  as  of 
2/28/78 
(000) 

Percent  oi 
Total  PCS 
Portfolio 

1. 

Partners  &  Ranchers 
Pederal  Land  Banks 
Production  Credit  Assn. 

460,390 
341,664 

21,895,677 
13,273,602 

51.8 
31.4 

2. 

Aquatic  Farmers 

1,751 

85,584 

0.2 

3. 

Farm  Related  Businesses 

646 

38,434 

0.1 

4. 

Rural  Home  Borrowers 

32,095 

699,471 

1.7 

5. 

Farmer  Cooperatives 
(except  Rural  Electric) 

3,377 

5,880,978 

13.9 

6. 

Rural  Electric  Cooperatives     52 

395,567 

0.9 

Total 

42,269,313 

100. OZ 
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Three  on-going  Farm  Credit  loan  programs,  Included  In  the  above 
table,  contribute  to  community  development  In  rural  areas.  These 
programs  Include  lending  to:  rural  home  owners,  rural  electric 
cooperatives,  and  to  businesses  which  furnish  farmers  and  ranchers 
with  services  directly  related  to  their  on-farm  operating  needs. 
We  believe  these  programs  have  made  a  noticeable  contribution  to 
the  development  of  many  rural  communities,  even  though  they  con- 
stitute a  relatively  small  proportion  of  the  System's  entire 
portfolio . 

The  Farm  Credit  System*  has  no  plans  for  terminating  or  slowing 
down  any  of  its  on-going  programs. 

4.  Probably  the  most  frequently  made  criticism  of  the  Farm  Credit 
System  is  that  its  eligibility  requirements  are  excessively 
narrow  and  restrictive.  For  example,  It  is  sometimes  claimed 
that  the  70Z  farmer  voting  control  requirement  for  rural  utility 
cooperatives  needs  to  be  lowered.  Another  frequently  criticized 
provision  of  the  Farm  Credit  Act  of  1971  is  the  7-year  limit  on 
production  credit  association  loans  to  producers  and  harvesters 
of  aquatic  products.  Some,  including  Congressman  Weaver,  believe 
that  the  1971  Act  should  be  amended  to  allow  PCAs  to  make  aquatic 
loans  with  terms  of  up  to  15  years. 

Any  discussion  of  Farm  Credit  eligibility  requirements  must  take 
into  account  the  fact  that  System  institutions  are  cooperatives 
which  are  owned  by  those  who  use  them.  They  operate  under  a  lim- 
ited authority  extended  by  Congress  in  the  1971  Act  which  sought 
to  maintain  the  System  as  a  farmer  owned  and  operated  institution. 
Eligibility  requirements  are  the  means  by  which  this  Congressional 
intent  is  per served. 

This  Is  not  to  say  that  Farm  Credit  eligibility  requirements  are 
or  ought  to  be  regarded  as  immutable.   Indeed,  some  criticisms 
of  the  eligibility  requirements  are,  in  my  view,  well  taken. 
Others,  it  seems  to  me,  are  not.  What  is  certain  is  that 
questions  about  the  eligibility  requirements  and  other  restrictions 
of  P.L.  92-181  need  to  be  reviewed  continually  by  the  System,  the 
agency  and  the  Federal  Farm  Credit  Board  within  the  intent  of 
Congress.  I  can  give  you  my  personal  assurance  that  they  are. 

5.  As  stated  earlier,  the  Farm  Credit  System  is  primarily  in  the 
business  of  making  sound  loans  to  farmers  and  ranchers.  In  no 
event  can  the  risk  be  greater  than  normal,  as  the  System  is 

user  owned  and  any  losses  are  borne  by  the  stockholders.  However, 
within  its  capability,  the  System  does  provide  credit  to  those 
borrowers  who  are  unable  to  satisfy  the  normal  business  standards 
for  credit  worthiness  but  have  other  redeeming  features. 
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Federal  land  banks  make,  within  practical  limits,  credit  avail- 
able to  low  equity  borrowers  In  the  form  of  joint  or  subordinated 
loans  with  the  Farmer a  Home  Administration  (FmHA) .  The  shared 
loan  programs  with  FmHA  account  for  about  7  percent  of  the  total 
number  and  5  percent  of  the  total  volume  of  Federal  land  bank 
loans.   The  program,  although  specifically  aimed  at  low  equity 
borrowers  also  tends  to  serve  younger  borrowers.  The  typical 
borrower  in  this  program  during  1977  was  36  years  old,  as  com- 
pared with  an  average  age  of  44  in  the  FLB's  regular  lending 
program. 

Special  effort  is  made  by  the  System  to  recognize  the  needs 
of  the  younger  farmer  faced  with  inflationary  land  prices  and 
ever  increasing  operating  costs.   The  System  has  been  especially 
adept  at  combining  its  lending  capability  and  the  resources  of 
parents,  family  landlords,  etc.,  into  practical  and  viable 
fanning  businesses   Young  farmer  borrowers  represented  almost 
25  percent  of  all  FLB  borrowers  during  1976.  In  contrast , 
only  about  20  percent  of  all  farmers  nationwide  are  younger 
than  35.  Although  these  younger  farmers  had  generally  higher 
debt-to-asset  ratios  than  older  farmers  except  in  distressed 
enterprise  or  economic  conditions,  their  debt  service  loads 
were  not  evidencing  particular  problems  indicating  that  the  System 
was  making  special  efforts  to  design  sound  credit  which  can  be 
liquidated.  Many  of  these  credit  packages  are  the  joint  efforts 
of  the  mortgage  and  short  term  lenders. 

Production  credit  associations  accept  borrowers  with  loans 
guaranteed  by  FmHA  under  the  Emergency  Livestock  Guaranteed 
Loan  Program.  PCA  loans  in  this  category  in  fiscal  1977  consti- 
tuted approximately  7  percent  of  the  loans  guaranteed  under  the 
FmHA  emergency  livestock  lending  program. 

Finally,  the  Farm  Credit  Administration  is  charged  by  the  Equal 
Credit  Opportunity  Act  with  insuring  that  the  System  s  institutions 
do  not  discriminate  against  any  applicant  on  the  basis  of  race, 
color,  age  religion,  national  origin  sex  or  marital  status.   The 
agency's  enforcement  of,  and  the  System's  compliance  with,  the  pro- 
visions of  this  Act  are  reported  by  the  Farm  Credit  Administration 
to  the  Federal  Reserve  Board  on  an  annual  basis. 


Part  II 

With  very  few  exceptions,  the  programs  of  FmHA  and  other  agencies 
compliment  rather  than  overlap  or  conflict  with  the  lending  activities 
of  the  System.   The  System  s  policy  of  providing  loans  only  to  credit- 
worthy applicants  entails  that  not  all  farmers  and  rural  residents 
will  be  served  by  its  institutions.  Indeed,  an  all  encompassing 
lending  policy  would  be  incompatible  with  the  System's  dependence 
on  the  investment  market  as  a  source  of  funds  and  the  fact  that 
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losses  are  the  burden  of  the  owner-users.  In  this  context,  the 
Insured  and  guaranteed  loan  programs  of  FmHA  compliment  System 
lending  activities   Many  fanners  and  other  rural  residents,  who 
may  not  Initially  meet  normal  business  standards  for  credit 
worthiness  and  who  are  provided  by  the  FmHA  with  opportunities 
to  become  credit  worthy,  eventually  "graduate"  to  System  or 
other  commercial  credit  sources. 

2.  As  an  agency,  we  have  experienced  few  problems  which  stem  directly 
from  a  lack  of  coordination  among  various  rural  development  pro- 
grams. However,  members  of  the  Institutions  we  supervise  have 
expressed  concern  about  and  sometimes,  frustration  with  the 
programs  as  they  ate  presently  administered   It  is  said  that 
problems  in  this  area  result  not  only  from  the  multiplicity  of 
government  programs  In  effect,  but  from  the  diversity  of  agencies 
responsible  for  Implementing  them.   Some  programs  are  inadequately 
staffed  or  funded  while  others  are  wasteful  or  bound  in  red  tape. 
Still  other  programs  are  sound  in  principle  but  implemented  by 
urban-oriented  agencies  which  are  insufficiently  sensitive  to 
agricultural  conditions  and  credit  requirements.  It  would  seem, 
therefore,  that  Section  603  of  the  Rural  Development  Act  of  1972 
has  not  as  yet  been  used  effectively  as  a  tool  for  coordinating 
rural  development  efforts. 

3.  While  the  Farm  Credit  Administration  has  no  specific  position  on 
either  H.R.  10885  or  H-R.  9983,  we  oelleve  It  should  be  said 
that  the  Department  of  Agriculture  is  close  to  the  needs  of  rural 
America  and  has  a  long  history  of  serving  these  needs. 

A.   If  the  proposed  Rural  Development  Council  is  established  and  the 
Farm  Credit  Administration  is  named  a  member,  this  agency  would 
send  as  a  delegate  to  the  Council  an  individual  at  the  Deputy 
Governor  or  Division  Director  level. 

Any  Farm  Credit  delegate  to  the  Council  could  not  be  vested  with 
authority  to  implement  changes  In  agency  policies  or  programs. 
Indeed,  no  agency  official  or  group  of  officials  has  the  authority 
to  make  substantive  policy  changes  for  the  agency.  This  policy- 
making authority  Is  vested  in  the  Federal  Farm  Credit  Board. 
However  the  Board  baa  long  displayed  it8  interest  in  rural 
development  and  would  be  objective  in  considering  the  Rural 
Development  Council's  proposals  for  Improvement.  Therefore, 
this  agency's  delegate  could  serve  an  Important  liaison  role 
between  the  Rural  Development  Council  and  the  Federal  Farm  Credit 
Board. 

5.  As  indicated  in  the  opening  paragraphs  of  this  letter,  neither 
the  Farm  Credit  Administration  nor  the  Farm  Credit  System  has 
authority  to  implement  the  provisions  of  the  Rural  Development 


Digitized  by 


Google 


S6B 


Act  of  1972.  On  the  other  hand,  virtually  all  of  tha  agency's 
and  System's  activities  are  devoted  to  "rural  development"  In 
the  broader- sense. 

Hence,  the  proposal  to  create  a  policy  level  office  of  rural 
development  does  not  apply  to  Farm  Credit  In  the  way  It  might 
apply  to  other  agencies  and  departments. 

1  hope  that  the  above  answers  are  helpful  to  you  and  to  the  members  of  your 
subcommittee.  A  representative  from  Farm  Credit  will  be  present  at  the 
April  19th  hearing  to  answer  any  further  questions  which  may  arise  on  the 
Farm  Credit's  role  in  rural  development. 

Sincerely, 


C.  4.  ^AjJU^>&*^>  £*** 


Donald  E.  Wilkinson 
Governor 
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APPENDIX 


Key  Farm  Credit  System  Eligibility  Requirements 

1.  Farmers  or  ranchers   Persons  or  legal  entities  owning  agri- 
cultural land  or  engaged  in  the  production  of  agricultural 
products  including  aquatic  products  under  controlled  condi- 
tions  Eligibility  for  legal  entities  is  also  dependent  on 
at  least  one  of  the  following i 

a.  More  than  50  percent  of  the  value  or  number  of  shares 
of  its  outstanding  voting  stock  or  equity  is  owned 
by  the  individuals  conducting  the  farming  operations. 

b.  More  than  50  percent  of  the  value  of  its  assets  consists 
of  assets  related  to  the  production  of  agricultural  prod- 
ucts. 

c.  More  than  50  percent  of  its  income  originates  from  its 
production  of  agricultural  products. 

2.  Producers  or  harvesters  of  aquatic  products  -  Persons  engaged 
in  the  production  or  harvesting  of  aquatic  products  under 
controlled  conditions.  These  may  include  qualified  legal 
entities  if: 

a.  More  than  50  percent  of  the  value  or  number  of  shares  of  its 
voting  stock  or  equity  is  owned  by  the  individuals  conducting 
the  aquatic  operation. 

b.  More  than  50  percent  of  the  value  of  its  assets  consists  of 
assets  related  to  the  production  or  harvesting  of  aquatic 
products. 

c.  More  than  50  percent  of  the  income  originates  from  its  production 
or  harvesting  of  aquatic  products. 

3.  Rural  residents  -  Persons  living  in  open  country  that  is  primarily 
agricultural,  but  nay  include  individuals  living  in  towns  or 
Villages  where  the  population  does  not  exceed  2,500  persons  and  which 
is  not  adjacent  to  large  population  centers. 

4.  Farm  related  business  <*  Businesses  which  furnish  farmers  or  ranchers 
custom-type  services  performed  on  the  farm  and  directly  related  to 
on-farm  operating  needs. 
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Cooperatives  -  A  cooperative  means  any  association  of  farmers, 
ranchers,  producers,  of  harvesters  of  aquatic  products,  or  any 
federation  of  such  associations,  which  is  operated  on  a  cooper- 
ative basis,  is  engaged  in  processing,  preparing  for  aarket, 
handling  or  Marketing  farm  or  aquatic  products;  or  purchasing, 
testing,  grading,  processing,  distributing  or  furnishing  farm 
business  services  or  services  to  eligible  cooperatives. 
Eligibility  requirements  are: 

a.  At  least  80  percent  (70  percent  in  the  case  of  rural  electric, 
telephone,  and  public  utilities  cooperatives)  of  the  voting 
control  shall  be  held  by  farmers  or  ranchers  or  producers 

or  harvesters  of  aqautic  products. 

b.  Deals  in  farm  products  or  aquatic  products  or  farm  business 
services  with  or  for  ambers  in  an  amount  at  least  equal  in 
value  to  the  total  amount  of  business  transacted  with  non- 
members. 

c.  No  member  of  the  cooperative  shall  have  more  than  one  vote. 
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Commonwealth  or  Pennsylvania 
Department  of  Community  Affairs 

HAHRISBUR3 
■  7120 
A  L.  Hydeman.  Jr. 

sicct*.*  Karch  27,  1978 


The  Honorable  Charles  E.  Grassley 

Congressman 

1227  Longworth  House  Office  Bldg. 

Washington,  D.C.  20515 


Dear  Congressman  Grassley: 

Just  a  note  to  thank  you  for  your  courtesy  at  the 
hearing  on  H.R.  10885  and  H.R.  9983. 

I  Want  you  to  understand  that  even  though  we  testified 
against  taking  the  community  development  activities  for  communities 
under  20,000  from  HUD  and  USDA,  we  do  agree  that  small  communities  must 
be  served. 

As  a  matter  of  fact,  this  Department  has  used  its 
state  urban  renewal  monies  to  aid  many  small  communities.   In  addition, 
we  are  currently  developing  a  small  communities  program  which  should 
be  in  operation  shortly.   I  am  attaching  a  memo  describing  that  program. 

Our  concern  with  H.R.  9983  Is  solely  besed  on  the  fact 
that  we  think  a  new  bureauracy  is  really  not  necessary  at  this  time, 
since  HUD  has  the  capacity  and  personnel  in  place  to  manage  this  program. 

Again,  I  appreciated  your  courtesy  at  the  hearing 
last  week. 

Sincerely, 


rL.   HydemJn.  Jr. 


A 
Secretary 


ALH:J 
Attachment 
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March  16,  1972 
Small  Community  Development  Advisor  Program 


BUREAU  DIRECTORS 
REGIONAL  DIRECTORS 


A.  L.  Hydeman  Or. 

Secretary  of  Community  Affairs 


As  you  know,  the  Department  1s  formulating  a  comprehensive  Community 
Development  Technical  Assistance  strategy.  The  strategy  will  set  forth 
several  new  approaches  to  expand  the  scope  and  effectiveness  of  technical 
assistance  now  being  provided  to  municipalities.  Implementation  of  the 
strategy  elements  will  be  accomplished  gradually  and  over  a  period  of 
time. 

One  area  of  particular  concern  1s  to  assist  small  communities  that  do 
not  have  the  resources  to  hire  the  technical  expertise  required  for 
developmental  planning  and  programming,  Including  project  execution.  As 
a  step  1n  meetlnq  this  need,  I  Intent  to  Initiate  at  once  n  each  Region 
a  small  communities  development  advisor  program.  Icplementatlon  of  tftls 
program  should  be  considered  as  one  element  of  the  broader  T/A  approach 
mentioned  above   further  1t  should  not  be  construed  to  preclude  Regional 
nlrUtives  to  expand  small  community  T/A.  For  example*  several  Regions 
have  expressed  Interest  In  a  "team  approach"  to  evaluating  certain  munici- 
palities and  developing  solutions  to  meet  the  specific  problems  identified. 
Regional  Initiatives  are  encouraged  and  should  be  developed,  resources 
permitting. 

PURPOSE 

The  purpose  of  the  program  1s  to  Initiate  a  vital Izatlon  process  In  the 
selected  mun1c1pal1ty(1es)  by  developing  local  organizations  and  bodies 
through  which  residents  can  address  physical,  economic,  and  social  pro- 
blems. A  planning  and  decision  making  process  must  be  developed  which  will 
establish  physical  development  objectives,  define  and  assess  the  alter- 
native activities  to  accomplish  those  objectives,  and  create  effective 
linkages  to  resources  -  local,  state  and  Federal. 

ELIGIBILITY 

Each  Region  should  select  one,  or  preferably  two,  small  communities  using 
the  following  guidelines: 
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a.  The  community  should  be  an  incorporated  municipality  with 
less  than  10,000  population. 

b.  The  municipality  lacks  1n-house  expertise  1n  planning,  orga- 
nizing and  carrying  out  physical  development  Improvements 
and,  at  least  for  the  present,  does  not  have  the  resources 
to  develop  such  expertise. 

c.  The  municipality  has  the  potential  to  solve  Its  problems  over 
the  lcng  terra. 

d.  The  connunity  Is  a  service  center  for  the  surrounding  area, 
providing  services  or  functions  to  residents  of  outlying 
jurisdictions. 

e.  The  caminity  has  not  previously  received  significant  assistance 
from  DCA. 

f.  The  cotinunlty  1s  confronting  actual  or  Inminent  growth  problems 
that  1w  Is  unable  to  solve  adequately  on  its  own 9  or  the 
comsiun'Ity  has  suffered  significant  decline  in  personal  Income 
levels  and  property  values  over  several  years. 

g.  Substantial  Interest  1n  DCA  Intervention  should  be  shown  by 
municipal  officials  and  local  community  leaders. 

In  selecting  the  runici  pal  1  ties,  1t  1s  Important  that  the  potential 
benefit  not  be  oversold  to  the  local  residents.    The  Department  1s  not 
making  a  commitment  to  continue  Its  support  over  a  several  year  period 
nor,  necessarily,  to  provide  grant  funding  to  the  municipality.    Real- 
istic limits  on  achievements  should  be  frankly  and  openly  discussed  and 
understood.    On  our  part,  we  should  expect  the  municipality  to  make  some 
contribution  to  supporting  the  advisor  such  as  providing  office  space  and 
clerical  support,  assisting  in  defraying  transportation  costs,  etc. 

IMPLEMENTATION 

The  program  will  be  carried  out  by  a  community  development  advisor  who 
will  work  on  a  full-time  basis  with  the  selected  muni d pal  1ty(1es).    Re- 
gional offices  will  conduct  the  initial  negotiations  and  community  selec- 
tion, assist  in  recruiting  the  advisor,  provide  technical  assistance  and 
support  to  the  advisor,  monitor  and  evaluate  the  progress  being  made  and 
report  project  status  on  a  regular  basis.    Twenty  five  thousand  dollars 
are  allocated  to  each  Region  to  initiate  the  project  and  to  pay  for  the 
services  of  the  advisor  for  a  period  of  18  months* 
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Continued  support  beyond  13  taonths  will  depend  upon  availability  of  OCA 
funding  and  the  level  of  progran  achievement  In  the  municipality.  Re- 
quests for  OCA  grants  for  housing,  recreation  and  other  purposes  will  be 
handled  1n  the  normal  nanner.  However,  priority  should  be  given  to 
providing  funding  support  for  a  small  project  as  soon  as  feasible.  The 
Institute  on  Man  aid  Science  may  provide  technical  resource  assistance  to 
Regtona  Offices  on  reqeest. 

con-mum  develops ^t  advisor 

The  advisor  will  be  selected  by  the  municipality,  but  with  the  full  con- 
currence of  the  DCA  Reolonal  Director.    The  advisor's  overall  role  1s  to 
Involve  and  motivate  people  of  the  community  to  Identify,  analyze  and 
solve  the  growth  and  development  problems  that  they  believe  to  be  Impor- 
tant.   Ills  basic  functions  Include: 

o  Serve  as  *  technical  advisor,  organizer  and  resource  cnblllzer 
o  Establish  a  site  off fee  In  the  town 

o  Perceive  comunlty  problems,  clarify  community  goals  and  suggest 
alternative  actions  1n  achieving  those  goals 

-  this  may  Include  creating  an  awareness  of  Issues  by  educating 
community  residents  regarding  existing  conditions  and  need  for 
change 

-  conduct/utilize  comunlty  research  profile  of  the  Umn 
o  Identify  and  organize  eottvnunlty  leadership 

-  this  leadership  should  be  encouraged  to  replace  the  director 
after  on*  to  two  years 

-  develop  comrnynlty  organization  and  decision  making/participation 

-  stimulate  community  thinking  about  development  problems,  avail- 
able resources,  and  alternative  solutions 

-  organize  citizen  steering  cotntlttees 

o  Hold  workl  \q  sessions  with  staff,  citizen  groups,  etc. 

-  develop  (with  caiwunlty)  specific  projects  to  achieve  the  ob- 
jectives above 

-  nosslbll  fty  may  be  to  organize  a  community  development  corpora- 
tion 

o  Formulate  Inol  mentation  plan 

-  establish  indicators  to  show  how  well  community  1s  doing  In 
achieving  each  project/ objective 

-  establish  project  timetable 

o  Maintain  d;   \v  diary  P  newsletter,  and  produce  a  point  paper  quar- 
terly high    ghtlng  the  problem  and  obstacles 
o  Assist  1n  regional  office  evaluation 

A  meeting  of  Regional  Directors  will  be  held  In  Harrlsburg  at  10:00  a.m., 
April  4th,  In  Room  213  South  Office  to  discuss  the  program.     Regional  Directors 
are  to  describe  the  municipalities  tentatively  selected  or  under  consideration 
Including  the  broad  development  objectives  to  be  achieved  1n  each  and  their 
general  concept  for  program  Implementation. 

JWG/sw 
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Statement  or  Tom  Daschle 

The  nation's  farmers  have  covered  a  lot  of  ground  in  the  past  few  months 
and  they've  made  believers  out  of  all  the  "old  hand"  Washingtonfans  who 
predicted  at  the  outset  of  the  lobbying  campaign  that  nothing  could  ever 
come  of  the  farmers'  actions.  This  is  not  to  say  that  the  battle  has  been  won; 
we  all  know  that  much  yet  remains  to  be  done  if  100%  of  parity  is  to  become 
a  reality.  The  parity  campaign  has  benefited  all  of  us  by  revealing  many 
shortcomings  in  our  national  food  and  fiber  policy.  One  revelation  has  been 
that  this  national  policy,  designed  to  manage  a  wide  range  of  agricultural 
issues,  is  full  of  holes.  It  is  clear  that  the  cause  of  this  bankrupt  policy  has 
been  a  gross  unawareness  of,  and  insensitivity  to,  the  real  problems  that  are 
gripping  our  farm  communities. 

The  rural  resident,  the  supposed  recipient  of  the  range  of  services  that 
these  agricultural  programs  provide,  has  been,  for  all  practical  purposes, 
isolated  from  the  decision-making  process.  Programs  have  not  only  ceased  to 
be  responsive  to  his  needs,  but  they  are  now  formulated  without  any  real 
opportunity  for  input  or  constructive  criticism  from  the  farmer.  The  results 
of  this  folly  are  wasteful  duplication,  badly  ordered  priorities,  and  inefficient 
administration  of  programs. 

The  time  has  come  for  this  nation's  decision-makers  to  face  the  facts. 
The  viability  of  our  family  farm  producers  and  the  rural  communities  they 
live  in  depends  on  whether  or  not  there  is  a  meaningful  reassessment  of  the 
priorities  which  determine  the  shape  of  the  programs  meant  to  serve  them. 
The  bottom  line  of  this  necessary  priority  reshuffling  is  that  there  be  a 
meaningful  dialogue  between  rural  residents  and  decision-makers  that  will 
reverse  the  trend  toward  centrally-directed  and  mandated  programs  and  will 
restore  rural  input  to  the  decision-making  process  where  it  belongs. 

I  have  called  for  this  sort  of  producer  input  in  the  formulation  of  pro- 
duction and  pricing  decisions  in  the  parity  program  which  I  developed  some 
time  ago.  I  believe  that  the  mechanism  set  up  by  Representative  Nolan  in 
his  Rural  Development  Policy  Act  of  1978  is  in  keeping  with  this  same 
philosophy.  The  concept  is  simple  but  sound.  A  Federal  Rural  Development 
Council  would  be  set  up  and  designed  in  such  a  way  so  as  to  enhance  the 
responsiveness  of  Federal  rural  development  programs  to  the  people  they  are 
designed  to  serve.  It  would  help  to  construct  a  reordered  set  of  prioritieN 
that  more  nearly  reflect  the  needs  of  the  rural  communities.  In  addition, 
waste  and  duplication  would  be  reduced  through  increased  coordination  be- 
tween Federal  agencies. 

The  legislation  would  also  create  the  position  of  Under  Secretary  for  Rural 
Development,  a  move  that  would  make  rural  development  more  salient  within 
the  USDA  hierarchy,  thereby  taking  rural  development  "out  of  the  wings" 
and  into  the  mainstream  of  the  decision-making  process. 

The  Rural  Development  Policy  Act  of  1978  would  help  bring  an  end  to 
the  inconsistency  and  obstinance  of  the  bureaucrats  now  in  control  of  Ameri- 
ca's farm  policy.  Government  is  a  servant  of  the  people  and  it  is  time  the 
bureaucrats  controlling  the  direction  of  America's  farm  policy  hear  what 
those  affected  by  their  decisions  have  to  say. 

Farm  programs  and  policy  will  never  be  reflective  of  the  people  they  are 
supposed  to  represent  until  the  producers  are  heard.  If  the  uncoordinated,  un- 
responsive agricultural  policy  is  to  ever  change,  it  is  essential  for  farmers  to 
have  access  and  input  in  the  decision-making  process. 


Statement  of  National  Association  of  Conservative  Districts 

H.R.  9988,  The  Rural  Community  Development  Act,  provides  for  a  separate 
community  development  program  for  units  of  general  local  government  which 
have  a  population  of  less  than  20  thousand  people  in  non-metropolitan  areas. 
We  fully  support  the  concepts  of  this  bill  and  urge  you  to  recommend  its 
adoption. 

There  is  one  section  of  this  bill,  however,  which  is  of  concern  to  us.  Section 
5(g)  authorizes  the  Secretary,  as  we  understand  it,  to  delegate  his  responsi- 
bilities under  the  National  Environmental  Policy  Act  to  the  sponsors  of  local 
projects.  We  question  the  advisability  of  this  provision  for  several  reasons. 
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First,  local  sponsors  will  not  have  the  staff  expertise  to  perform  the  functions 
required  and  it  makes  little  sense  to  acquire  this  expertise  for  the  purpose 
of  implementing  one  or  a  few  projects.  Second,  we  question  whether  this  pro- 
vision would,  in  fact,  expedite  the  processing  of  project  applications  through 
the  NEPA  process.  Third,  we  question  the  advisability  of  authorizing  a  fed- 
eral official  to  delegate  such  responsibilities  to  a  non-federal  official,  even  if 
it  is  found  to  be  a  legal  procedure. 

H.R.  10885,  the  Rural  Development  Policy  Act  is  proposed  primarily  as  an 
amendment  to  the  Rural  Development  Act  of  1972.  This  act  of  1972  has  a  long 
history  of  having  been  ignored  and  has  not  been  funded  near  the  authorized 
limits  except  perhaps  for  those  provisions  directly  related  to  the  Farmers 
Home  Administration  (FmHA).  For  this  reason,  we  question  the  advisability 
of  tying  this  bill  to  the  act  of  1972. 

We  support  the  concepts  of  the  establishment  of  a  Rural  Development 
Council  within  the  federal  establishment  and  the  establishment  of  a  Rural 
Development  Advisory  Committee  to  advise  the  Council. 

There  seems  to  be  a  lack  of  emphasis  on  natural  resource  concerns  through- 
out the  bill.  We  believe  that  the  future  of  rural  America  rests  on  the  proper 
conservation  and  development  of  the  land,  water,  and  related  resources  found 
in  rural  America.  To  attempt  to  build  more  urban-type  development  in  rural 
America,  is  to  invite  urban  problems  and  will  not  assure  urban  amenities. 

Again,  we  thank  you  for  this  opportunity  to  comment  on  these  two  impor- 
tant bills  on  behalf  of  the  nearly  3,000  soil  and  water  conservation  districts 
in  the  50  states,  Puerto  Rico,  and  the  Virgin  Islands. 
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WASHINGTON  OFFICE 
411  l»TN  ITIIIT.  N.W- 
WASMIM«TON.  •.  C.  SMM 

a*ba  cooc  sea  -  •••••aw 


March  21,  1978 


Honorable  Richard  Nolan,  Chairman 
Houae  Agriculture  Subcommittee  on  Family 
U.S.  Bouae  of  Representatives 
Waahlngton,  D.C.   20515 

Dear  Mr.  Nolan: 


Farm  Bureau  la  comprised  of  sore  than  2.8  all lion  fsmilles  In  49  atatea 
and  Puerto  Rico  who  live  In  rural  America.  Therefore,  It  la  underatandable 
that  a. large  number  of  Farm  Bureau  policies  relate  to  the  multitude  of  factor* 
that  contribute  to  rural  development  and  affect  rural  development  policy. 

Farm  Bureau  haa  continuously  supported  local  rural  development  efforta 
with  a  minimum  of  federal  government  Intervention.  At  the  moat  recent  annual 
meeting  of  the  American  Farm  Bureau  Federation  the  delegatea  from  the  member 
State  Farm  Bureaua  adopted  the  following  pollclea  relating  to  rural  development : 

"Rural  development  muat  be  generated  through  local  Initiative. 
It  muat  be  a  reault  of  communltywide  study  and  planning  and 
the  development  of  apeclflc  programs  to  meet  community  needa 
for  aound  economic  growth  and  expenslon  of  opportunities  for 
both  rural  and  urban  areaa." 


"The  Rural  Development  program  admlnlatered  by  USDA  haa 
contributed  conatructlvely  to  theae  objectlvea  and  should 
be  carefully  coordinated  with  community  efforta  In  rural 
development." 

With  theae  pollclea  In  mind,  we  question  the  need  for  a  new  commission  to 
coordinate  rural  development  policy  as  proposed  in  R.R.  10885.  The  Secretary  of 
Agriculture  now  haa  broad  authority  to  achieve  thla  purpoae.  We  alao  are 
concerned  that  H.R.  9983  appeare  to  lmpoae  unacceptable  federal  government 
Intervention  In  rural  development  pollclea  without  due  regard  for  local  concerns 
and  Individual  community  problems  by  prescribing  stringent  qualification  conditions, 
which  may  require  acme  communities  to  expend  greater  sums  for  planning  and 
programs  than  are  actually  needed  to  provlda  adequate  community  ssrrlces  ss 
messured  by  the  people  of  the  locsl  community. 
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We  are  attaching  to  this  letter  selected  excerpts  frosi  the  1978  Farm  Bureau 
policies  which  reflect  Fara  Bureau  member  attitudes  toward  the  Multitude  of 
factors  that  comprise  rural  development  programs  and  policies. 

We  ssk  thst  this  letter  and  the  attached  compilation  of  policy  quotations 
be  inserted  In  the  Family  Farms  Subcommittee  hearing  record  on  H.R.  9983  and 
H.R.  10885. 

Thank  you  again  for  considering  our  views  regarding  proposed  rural 
development  legislation. 


Sincerely, 

/     John  C.  Datt 

Washington  Office 


Attachment 

cc:  Subcommittee  member a 


(Attachment  held  in  the  committee  files.) 
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American  Association  of  Small  Cities 


STKHMNT  FOR  THE 
SUBCOMMITTEE  ON  FftMTTiY  FARMS, 
RURAL  DEVELOMOT  AND  SPECIAL  STUDIES  HEARING 

March  21-22,   1978 


The  American  Association  of  Small  Cities  CAASC)  welcomes  this 
opportunity  to  submit  written  testimony  in  support  of  the  Rural  Development 
Policy  Act  H.R.  10885  and  the  Rural  Community  Development  Act  H.R.  9983. 
These  two  bills,  if  enacted,  will  provide  direct  assistance  to  smaller  com- 
munities in  terms  of  badly  needed  federal  funds  and  will  also  eliminate  the 
overlap  and  duplication  in  federal  domestic  assistance  programs. 

Small  cities  have  not  shared  equitably  in  the  numerous  domestic  programs 
which  were  enacted  during  the  1960's  and  1970*8.  Adverse  social  and  economic 
conditions  plague  the  small  cities  and  are  devastating  in  their  impact  on  small 
city  jobs,  health,  and  general  well-being  of  the  oonmunity. 

High  unemployment,  inadequate  housing,  limited  hospital  facilities,  and  out- 
dated sewerage  and  water  supply  systems  are  common  to  most  of  the  small  and 
large  cities  of  America.  Small  cities  have  a  disproportionate  share  of  older 
Americans;  however,  all  segments  of  the  U.  S.  population  such  as  youth,  minor- 
ities including  non-English  speaking  citizens  reside  in  our  small  cities  and 
towns. 

It  is  worth  noting  what  former  President  Teddy  Roosevelt  said  in  his  message 
to  Congress  on  December  3,  1901.  President  Roosevelt  warned  Congress.  "In 
the  history  of  mankind  many  republics  have  risen,  have  flourished  for  a  less 
or  greater  time  and  have  fallen  because  their  citizens  lost  the  power  of  gov- 
erning themselves  and  thereby  of  governing  their  state,  and  in  no  way  has 
this  loss  been  so  clearly  shown  as  in  the  tendency  to  turn  government  primarily 
for  the  benefit  of  one  class  instead  of  a  government  for  the  benefit  of  the 
people  as  a  whole. " 

The  American  Association  of  Small  Cities  CAASC)  believes  that  there  is  an 
important  lesson  to  be  learned  from  this  speech  of  more  than  75  years  ago. 
Small  cities  have  not  shared  in  the  growth  of  domestic  programs  and  as  a 
result  deep  poverty,  unemployment  and  social  unrest  exists  alongside  the  more 
affluent  suburbs. 

Earlier  this  year,  the  President  addressed  White  House  Conference  on  "National 
Balanced  Growth  and  Economic  Development"  and  said:  "I  dealt  with  30  small 
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towns,  the  largest  of  which  was  12,000  and  the  smallest  of  which  was  less 
than  100.  They  were  almost  as  diverse  in  nature  and  need,  motivation  and 
spirit  as  the  wide  range  represented.  And  to  give  them  a  chance  to  communi- 
cate and  deal  with  the  cannon  problems  and  finally  decide  upon  a  mutual  pur- 
pose was  inspirational." 

However,  while  talking  to  the  Press  at  Dobbins  Air  Force  Base  in  Georgia  the 
President  said:  "Almost  every  item  in  the  domestic  budget  is  dirtv^tly  help- 
ful to  the  major  cities.  We  proposed  hundreds  of  millions  of  dollars  for 
basic  education  public  service  jobs,  transportation  and  crime  control.  These 
monies  go  into  the  urban  centers  sometimes  in  much  larger  quantities  than 
they  do  in  other  parts  of  the  country  because  the  problems  there  are  greater  . . . 
I  think  the  budget  I've  put  forward  now  and  our  urban  policy  report  that  will 
be  coming  forward  in  March  will  be  very  adequate  for  the  cities." 

Small  cities  and  rural  communities  have  substantial  social  and  economic  prob- 
lems which  may  not  be  as  concentrated  or  as  visible  as  the  large  urban  centers 
but  all  of  the  nation's  citizens  have  a  right  to  expect  an  equitable  distri- 
bution of  federal  funds. 

Non-metropolitan  areas  of  the  nation  receive  80  percent  of  the  median  income 
reported  in  the  large  cities.  In  1974,  10  percent  of  the  urban  residents 
lived  in  poverty  and  14  percent  of  our  rural  citizens  were  in  this  same  econ- 
omic situation.  Nearly  30,000  small  connunities  lack  water  and  waste  dis- 
posal facilities.  Small  cities  and  rural  communities  account  for  one-third 
of  the  nation's  housing  and  51  percent  of  its  substandard  housing.  According 
to  the  Department  of  Transportation  more  than  50  percent  of  the  rural  roads 
are  intolerable.  Although  25  percent  of  the  population  live  in  rural  areas 
and  small  cities,  they  received  only  10  percent  of  the  FHA  and  VA  funds,  13 
percent  of  the  defense  funds,  and  12  percent  of  the  CETA  manpower  funds  in  1975. 
Rural  Americans  have  a  well  documented  case  for  requesting  employment,  health, 
housing  and  transportation  assistance,  but  they  are  not  getting  this  assistance. 

ttie  Chairman  of  the  National  Democratic  Committee  while  testifying  before  the 
Joint  Economic  Oonmittee  of  Congress  on  June  7,  1977  as  the  Deputy  Secretary 
of  Agriculture  said,  "Frankly  Mr.  Chairman,  we  need  to  find  out  the  reasons 
for  these  alarming  facts.  We  don't  know  who  is  being  bypassed  in  rural  devel- 
opment programs,  what  the  unmet  needs  are,  where  they  are,  how  they  vary  by 
region,  what  conmunity  services  are  the  most  efficient,  what  private  industry 
is  doing  in  rural  America  -  or  what  it  should  be  doing  or  what  the  quality  of 
existing  services  and  facilities  are  even  if  we  can  find  out  how  many  services 
exist."  This  is  a  rather  alarming  admission  because  the  Secretary  of  Agricul- 
ture has  the  responsibility  for  coordinating  all  rural  development  activities 
throughout  the  Federal  Government,  This  authority  and  responsibility  was  given 
to  the  Secretary  under  the  Rural  Development  Act  of  1972. 
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local  governments  are  confronted  with  a  bewildering  array  of  domestic  assist- 
ance programs  which  are  not  understood  at  the  federal  level  and  impossible  to 
apply  for  or  administer  at  the  local  level  of  government. 

Some  52  agencies,  240  bureaus,  1,240  committees,  commissions,  and  councils 
sponsor  or  administer  1,030  domestic  assistance  programs.  This  leads  to  over- 
lap and  duplications.  Fifty  federal  programs  provide  seme  help  to  the  handi- 
capped. There  are  over  300  health  programs,  259  community  development,  and 
156  income  security  programs.  E.  F.  Shumacher,  author  of  the  book  "Snail  is 
Beautiful,"  described  in  great  detail  the  problems  associated  with  the  "giantiss" 
of  our  cities.  He  said  "I  think  it  is  fairly  safe  to  say  that  the  upper  limit 
of  what  is  desirable  for  the  size  of  a  city  is  probably  something  on  the  order 
of  a  half  million  inhabitants.  It  is  quite  clear  that  above  such  a  size, 
nothing  is  added  to  the  virtue  of  a  city.  In  places  like  London,  Tokyo  or  New 
York,  the  millions  do  not  add  to  the  cities'  real  value,  but  merely  create 
enormous  problems  and  human  degradation.  Mr.  Shumacher  could  see  what  our 
policymakers  could  not  see  because  virtually  all  of  the  1,030  domestic  assist- 
ance programs  encourage  the  flow  of  people  to  our  already  overcrowded  cities. 
Interpretation  and  assimilation  of  the  rules  and  regulations  of  this  number  of 
programs  requires  large  professional  staffs  which  cannot  be  employed  by  rural 
communities  and  small  cities. 

It  is  for  all  of  these  reasons  that  the  AASC  supports  the  passage  of  H.R.  11086 
and  H.R.  9983.  This  legislation,  if  enacted,  will  assure  coordination  of 
federal  domestic  assistance  programs.  The  Rural  Development  Act  of  1972  con- 
tained a  statement  of  congressional  intent  to  have  the  Secretary  of  Agriculture 
coordinate  all  federal  domestic  assistance  programs  but  it  did  not  provide  the 
mechanism  for  carrying  out  this  objective.  The  Rural  Development  Policy  Act 
of  1978  would  provide  the  basis  for  coordination  of  federal  programs  which  we 
do  not  have  at  this  time.  The  AASC  strongly  endorses  this  proposal  and  the 
designation  of  additional  resources  for  smaller  communities  contained  in  the 
Rural  Community  Development  Act  of  1978. 
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TESTIMONY  OP 

MR.  MARVIN  SCHERLER 
PRESIDENT,  NATIONAL  RURAL  WATER  ASSOCIATION 


ON  BEHALF  OP 
THE  NATIONAL  RURAL  WATER  ASSOCIATION 

BEFORE  THE 

SUBCOMMITTEE  ON  FAMILY  FARMS,  RURAL 
DEVELOPMENT  AND  SPECIAL  STUDIES 

OF  THE 
HOUSE  COMMITTEE  ON  AGRICULTURE 


H.R.  10885 
THE  RURAL  DEVELOPMENT  POLICY  ACT 


March  22,    1978 
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Mr.  Chairman,  my  name  is  Marvin  Scberler  and  I  am  the  Pres- 
ident of  the  National  Rural  Water  Association.   I  appreciate  the 
opportunity  to  testify  before  this  Subi  i  — ittee  on  H.R.  10885, 
the  Rural  Development  Policy  Act. 

Our  Association  sees  a  great  need  for  the  implementation  of 
a  program  such  as  that  described  in  H.R.  10885.   We  believe  that 
our  Association  provides  a  unique  example  of  the  problems  encoun- 
tered by  rural  folks  in  trying  to  solve  their  own  problems  through 
dealing  with  the  Pederal  Government  without  the  type  of  program 
envisioned  in  this  bill.   To  illustrate  this  point  let  me  briefly 
summarize  the  problems  encountered  by  our  organization  in  the 
development  of  our  state  level  grassroots  rural  water  training 
and  technical  assistance  program. 

Two  years  ago  the  NRWA  Board  of  Directors,  including  repre- 
sentatives  from  eight  States,  came  to  Washington,  D.C.  to  ask  the 
Department  of  Agriculture  for  assistance  in  the  organization  of  a 
grassroots  rural  water  training  program  by  the  National  Rural  Hater 
Association.   Our  organization  had  perceived  a  growing  need  for  the 
establishment  of  a  program  at  the  grassroots  level  in  rural  areas 
to  provide  long  overdue  assistance  to  small  rural  water  systems  in 
the  areas  of  operation  and  maintenance,  bookkeeping,  system  design 
and  general  management  procedures.   Most  worrisome  to  our  group 
was  the  pending  implementation  of  the  National  Safe  Drinking  Water 
Act  which  would  place  additional  Federal  water  quality  require- 
ments on  small  rural  water  systems. 

While  the  Directors  of  both  the  Rural  Development  Service  and 
the  Farmers  Home  Administration  in  the  U.S.  Department  of  Agricul- 
ture were  understanding  about  our  problem,  it  was  clearly,  and 
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succinctly,  stated  that  there  were  no  resources  available  to  allow 
an  Association  such  as  ours  to  develop  any  type  of  rural  program. 
It  was  very  clear  that  there  was  no  authority  for  such  activity 
within  the  Fanners  Home  budget  and,  thus,  there  could  be  no  funds 
allowed  for  it. 

Knowing  well  that  this  need  existed  because  of  our  personal 
experience  with  rural  water  programs  in  each  State,  we  pursued  our 
interest  outside  of  the  Department  of  Agriculture.   A  very  respon- 
sive Economic  Development  Administration  provided  $5,000  to  allow 
us  to  hold  a  meeting  and  to  document  some  of  the  more  critical 
needs  that  should  be  met  within  rural  water  programs.   We  took 
this  money,  held  a  national  meeting  and  wrote  a  careful  analysis 
of  our  problem. 

We  then  went  to  visit  our  Congressional  Delegations.   We 
were  both  surprised  and  pleased  with  the  open  and  responsive  re- 
ception we  received  from  every  Congressman  and  Senator  with  whom 
we  visited.   Their  constituents  served  by  rural  water  systems  had 
told  them  about  many  of  the  problems  indentified  in  our  report. 
Their  perception  corresponded  closely  with  our  analysis  of  the 
problems  within  rural  areas.   They  asked  what  they  could  do  and 
we  requested  that  they  assist  us  in  obtaining  funds  from  the  En- 
vironmental Protection  Agency  to  allow  rural  water  systems  to  work 
together  to  develop  a  program  to  meet  the  pending  Safe  Drinking 
Water  requirements  to  be  imposed  by  EPA  within  the  next  year. 
Speaker  Carl  Albert,  Congressman  Tom  Steed,  Congressman  Bill 
Alexander,  and  others  were  quick  to  respond  to  this  request.   Sen- 
ator Henry  Bellmon  in  the  Appropriations  Subcommittee  in  the  Senate 
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was  equally  responsive.   We  were  able  to  obtain  a  line  item  re- 
quirement within  the  EPA  budget  to  spend  up  to  $1  million  to  work 
with  state  rural  water  associations  to  assist  small  systems  in 
meeting  the  Safe  Drinking  Water  Act. 

While  this  program  was  not  met  with  immediate  enthusiasm  by 
the  Environmental  Protection  Agency,  after  the  first  year  of  oper- 
ation it  is  now  not  only  well  received  but  a  vigorous  and  effec- 
tive part  of  the  overall  EPA  Safe  Drinking  Water  Act  strategy. 
For  the  first  time,  EPA  has  found  itself  allied  with  the  farmers 
and  small  rural  businessmen  in  trying  to  solve  a  common  environ- 
mental problem.   It  has  eliminated  in  most  cases  the  aura  of  Fed- 
eral Agency  dictating  requirements  from  Washington.   This  has 
been  replaced  by  a  cooperative  partnership  between  EPA  and  rural 
water  systems  which  is  rapidly  upgrading  small  systems  and  allowing 
them  to  comply  with  the  Safe  Drinking  Water  Act. 

The  point  to  be  made  from  this  example  is  not  only  that  we 
have  achieved  a  very  vigorous  and  effective  program  for  rural  folks 
throughout  the  twenty-four  States  that  the  program  will  operate 
within  this  year,  but  it  shows  the  great  frustration  that  meets 
groups  such  as  ours  in  seeking  funds  to  develop  new  and  innovative 
rural  programs.   It  was  the  Department  of  Commerce  and  the  Envi- 
ronmental Protection  Agency  that  had  to  provide  the  resources  to 
allow  this  program  to  be  conceived  and  to  be  developed.  We  still 
operate  entirely  without  any  financial  assistance  from  the  Depart- 
ment of  Agriculture  in  helping  rural  water  systems  that  are  them- 
selves almost  entirely  financed  by  the  Farmers  Home  Administration. 
We  believe  that  if  a  national  rural  policy  had  been  in  place  when 
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we  needed  help  that  this  priority  for  upgrading  rural  water  sys- 
tems would  have  been  part  of  it  and  a  request  for  assistance  to 
develop  this  type  of  program  could  have  been  net  immediately  and 
effectively  by  the  Department  of  Agriculture. 

Our  Association  is  making  a  corresponding  request  to  the 
House  of  Representatives  and  the  Senate  this  year  to  consider  pro- 
viding immediate  funds  for  the  implementation  of  technical  assis- 
tance under  the  Section  603  Rural  Development  Program.   The  fol- 
lowing is  a  brief  summary  of  our  description  of  the  immediate 
need  for  some  assistance  that  might  be  provided  to  the  Rural 
Development  Program  under  this  provision.   It  would  allow  the 
Assistant  Secretary  to  immediately  begin  to  work  with  rural  orga- 
nizations to  develop  and  coordinate  with  other  Federal  Agencies 
innovative  approaches  for  solving  rural  problems. 

Over  the  past  year  in  our  efforts  to  strengthen  Federal  sup- 
port for  rural  development  it  has  become  increasingly  clear 
that  one  of  our  major  problems  is  the  severe  lack  of  resources 
available  to  the  Department  of  Agriculture  to  support  and  ini- 
tiate innovative  rural  development  activities   Because  the 
Department  of  Agriculture  rural  development  program  funds 
have  been  directed  primarily  toward  grant-in-aids  for  the  pur- 
pose of  building  or  developing  the  physical  infrastructure 
in  rural  communities  there  has  been  very  little  available  for 
innovative  projects,  comparative  analysis  of  rural  development 
alternatives  or  any  real  policy  development  by  those  persons 
and  groups  working  daily  on  rural  problems. 

While  there  is  much  to  be  admired  in  programs  which  are  di- 
rected toward  "bricks  and  mortar"  projects*  this  lack  of 
flexible  resources  is  unique  in  the  present  Federal  system  s 
approach  to  problem  solving,  program  development  and  program 
monitoring*   For  example,  the  Department  of  Housing  and  Urban 
Development  has  utilized  its  technical  assistance  and  demon- 
stration resources  to  eventually  initiate  a  vigorous  neigh- 
borhood redevelopment  program;  the  Economic  Development  Ad- 
ministration used  technical  assistance  resources  to  strengthen 
and  guide  its  large  public  works  program  and  the  Department 
of  Labor  spends  significant  resources  on  technical  assistance 
to  properly  implement  its  CETA  program.   In  each  case  the 
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project  funds  have  had  the  availability  of  "grease"  Money  to 
work  out  new  and  better  approaches  toward  using  that  Money 
to  solve  problems.   In  fact,  each  of  these  Agencies  has  used 
their  technical  assistance  funds  in  rural  as  well  as  urban 
areas.   Unfortunately,  these  three  Agencies  and  others  are 
becoming  increasingly  urban  in  focus  and  the  flexible  funds 
for  rural  technical  assistance  and  innovative  programs  are 
drying  up. 

As  a  result,  it  has  become  more  difficult  to  wage  our  fight 
within  the  Federal  Government  for  new  rural  development  ef- 
forts without  the  new  ideas,  supporting  statistics  and  studies 
and  general  technical  assistance  that  is  available  to  urban 
programs.   With  the  continuous  flow  of  information  on  better 
ways  to  save  our  cities  available  from  the  HUD,  EDA  and  DOL 
sponsored  programs  our  rural  "justifications"  wane  in  the 
debate.   In  short,  those  organizations,  groups  and  persons 
working  to  justify  and  improve  urban  strategies  have  ready 
access  to  funds  for  this  purpose.   Our  rural  friends  must 
hope  for  an  "ad  hoc"  assistance  from  a  variety  of  Pederal 
Agencies . 

The  Congress  needs  to  reverse  this  trend  and  meet  this  need 
for  flexible  funding  for  rural  oriented  technical  assistance 
and  special  demonstration  projects  within  the  new  Farm  and 
Rural  Development  Administration.   This  objective  can  be 
achieved  by  providing  $10  million  to  the  Secretary  of  Agri- 
culture for  the  purpose  of  carrying  out  the  National  Rural 
Development  Program  described  in  Public  Law  92-419  Section 
603(b).   The  Congressional  mandate,  within  this  Section,  has 
never  had  sufficient  resources  and  emphasis  needed  to  carry 
out  an  innovative  and  viable  national  rural  development  ef- 
fort.  Ten  million  dollars  would  bring  the  program  to  life 
and  give  the  Secretary  the  opportunity  to  initiate  a  program 
which  would  rapidly  upgrade  the  design  and  implementation  of 
rural  development  efforts  at  each  of  the  Federal,  State  and 
County  levels  of  government. 

We  appreciate  the  opportunity  to  discuss  these  issues  before 

this  Committee  which  has  been  most  responsive  to  rural  folks  and 

rural  water  programs.   It  is  heart  warming  and  encouraging  to  see 

the  interest  and  commitment  of  each  of  you.   We  urge  you  to  look 

upon  the  National  Rural  Water  Association  as  an  example  of  how  a 

few  dedicated  and  determined  rural  folks  working  in  concert  with 

their  Congressmen  have  been  able  to  break  through  the  bureaucratic 

maze  to  initiate  and  operate  a  program  that  is  bringing  immediate 
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relief  to  a  previously  unmet  rural  need.   We  urge  you  to  pass 
H.R.  10885,  so  that  other  groups  will  have  a  similar  opportunity 
in  the  future  by  working  within  the  scope  of  a  national  rural 
development  policy. 
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Responses  to  questions 

ALEX  P.  MERCURE  Q.U1 

ASSISTANT  SECRETARY  FOR  RURAL  DEVELOPMENT 
U.S.  DEPARTMENT  OF  AGRICULTURE 
Rural  America  in  the  1970* s 

Now  I  would  like  to  start  responding  more  directly  to  your  questions. 
First,  with  respect  to  your  interest  in  the  current  rural  situation.  (Specifi- 
cally, you  asked  in  question  1:  As  reflected  in  the  most  current  economic, 
social,  demographic  data,  which  is  the  status  of  conditions  in  rural  (non- 
metropolitan)  areas  of  the  Nation?) 

In  most  discussions  about  rural  America*  in  the  seventies,  we  hear  of  the 
"turnaround"— the  word  we  use  to  depict  the  fact  that  rural  areas  are  growing 
whereas  once  they  were  declining.  I'd  like  to  say  it's  a  turnaround— but  there 
is  more  to  it  than  that.  It  1s  true  that  nonmetropol 1  tan  America  has  made 
significant  orogress  toward  improving  its  social  and  economic  condition  during 
the  1970* s.  But  despite  this  progress,  nonmetro  areas  continue  to  lage  behind 
metro  areas  in  terms  of  wage  levels,  family  income,  employment  opportunities, 
adequacy  of  housing,  and  access  to  health  care  and  other  essential  services 
and  facilities.  . 

I'd  like  to  highlight  briefly  some  of  the  Indicators  of  both  this  progress 
and  problems,  and  I  invite  you  to  review  the  charts- that  follow  these  remarks. 
These  charts  and  their  accompanying  narrative  are  the  best  current  assessment 
available,  produced  by  our  colleagues  in  the  Economic  Development  Division  of 


♦Rural,  as  used  1n  this  testimony,  refers  to  the  people  and  activities  located 
in  the  less  densely  settled  parts  of  the  United  States,  No  single  definition 
fully  accounts  for  these  people  and  their  activities,  nor  for  their  linkages, 
sometimes  substantial,  frequently  attenuated  to  the  more  densely  settled  metro- 
politan areas.  Organizing  the  available  data  on  the  basis  of  metropolitan  and 
nonmetropol i tan  areas  was  judged  to  be  the  best  way  of  distinguishing  Important 
urban  or  rural  Issues  for  purposes  of  this  testimony,  and  this  classification 
1s  used  throughout  the  charts.  However,  we  recognize  "that*  there  are  substantial 
numbers  of  people  living  within  the  boundaries  of  SMSA's  1n  what  are  1n  effect 
rural  enclaves,  and  conversely,  there  may  be  an  even  larger  number  of  people 
in  counties  immediately  outside  the  SMSA's  who  function  as  an  Integral  element 
of  the  metropolitan  area. 
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the  former  Economic  Research  Service,  now  the  Economic,  Statistics,  and 

Cooperatives  Service. 

To  set  the  stage:  Nearly  60  million  persons,  27  percent  of  the  U.S.  total, 
live  1n  nonmetropol 1  tan  America.  Since  1970,  these  areas  have  experienced  renewed 
growth  and  vitality.  Their  rate  of  population  growth, '8.0  percent,  significantly 
exceeded  that  of  metro  areas,  and  Internal  migration  has  begun  to  flow  1n  a  non- 
metro  direction  as  well.  In  fact,  nonmetro  areas  gained  a  net  of  2.2  million 
migrants  during  the  first  six  years  of  the  1970,s,  the  vast  majority  from  metro 
areas.  Consequently,  they  have  accounted  for  a  disproportionate  share  of  recent 
national  growth,  4  of  every  10  persons  added  to  the  U.S.  population  have  been 
nonmetro  residents.  This  1s  a  distinct  reversal  from  the  1960's,  when  metro  areas 
held  an  overwhelming  growth  advantage.  However,  1n  the  midst  of  th'ls  turnaround, 
there  are  still  about  600  nonmetro  counties  that  continue  to  experience  net 
outmlgratlon  and  population  decline.  Usually  these  are  counties  characterized 
by  large  minority  populations,  an  economy  that  Is  primarily  agricultural,  or 
general  underdevelopment. 

The  reasons  for  the  turnaround  Involve  three  interrelated  sets  of  factors 
which  combine  to  permit  modern,  economically  fruitful  living  1n  the  small  towns 
and  rural  areas  that  make  up  nonmetro  America. 

a.  There  has  been  a  decentralization  of  employment  opportunities  from 
metro  to  nonmetro  areas.  Between  1970  and  1977,  nonfarm  wage  and 
salary  employment  increased  by  27  percent  in  nonmetro  areas,  compared 
with  12  percent  in  metro  areas.  In  addition,  the  character  of  nonmetro 
employment  has  also  changed,  with  service- performing  Jobs  taking  the 
lead  1n  recent  growth.  Rural  employment  can  no  longer  be  equated  just 
with  agriculture  in  most  areas.  In  fact,  1n  1975,  agriculture 
accounted  for  less  than  10  percent  of  total  personal  Income  1n  nonmetro 
areas,  although  of  course  the  multiplier  effect  of  this  Income 
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generation  makes  this  figure  higher.  Another  significant 
change  has  been  the  growth  of  women's  labor  force  partici- 
pation. Women  accounted  for  nearly  two- thirds  of  nonaetro 
employment  growth  between  1960  and  1974.  Thus,  econoalc 
barriers  to  raking  a  decent  living  have  been  reduced  and 
along  with  then  some  of  the  econoalc  Impetus  for  el  grating 
to  a  city  1n  search  of  a  job. 

b.  A  large  segment  of  the  Nation's  population  tends  to  prefer 
rural  rather  than  urban  community  living  (although  a  large 
proportion  prefer  the  rural  coaawnlty  to  be  relatively  near 
a  larger  netro  city). 

c.  Many  discomforts  previously  associated  with  rural  living  are  no 
longer  of  consequence  1n  most  rural  areas.  The  automobile 
plus  technological  advances  such  as  all-weather  roads*  rural 
electrification,  extension  of  water  and  sewer  facilities, 
rural  telephone  service,  and  broadband  communications 

1n  many  nonaetro  areas.  They  make  a  contemporary  style  of 
life  possible  regardless  of  urban-rural  location. 

It  should  be  pointed  out,  however,  that  nonmatro  America  1s  extremely 
heterogeneous.  The  factors  that  bring  about  growth  In  one  area  may  be  of  llttlt 
consequence  In  another.  For  example,  retirement  and  recreation  are  Important 
In  soma  parts  of  the  country  while  the  growth  of  service- per  forming  Industries 
1s  of  primary  Importance  1n  others.  Similarly,  the  consequences  of  recent 
growth  trends  may  be  different  In  different  parts  of  the  country.  Tne  fact 
of  nonmatro  diversity  should  be  at  the  forefront  of  discussions  on  balanced 
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growth  and  national  development. 

The  socioeconomic  position  of  nonmetro  areas  has  been  Improving  compared 
with  their  metropolitan  counterparts,  but  a  disproportionate  share  of  the  poor 
are  still  concentrated  1n  nonmetro  areas,  and  metro -nonmetro  disparity  1n 
educational  attainment,  housing  quality,  and  access  to  essential  services 
persists  as  well. 

In  1976,  nonmetro  median  family  income  was  just  under  80  percent  of  that 
1n  metro  areas.  This  is  considerable  Improvement  over  1960,  when  it  was  69 
percent.  However,  a  disproportionate  share  of  the  poor  continue  to  live  1n 
nonmetro  areas.  In  1976,  one  In  six  nonmetro  residents  was  poor,  compared 
with  one  1n  nine  metro  persons.  Rural  poverty  1s  not  equally  distributed 
among  the  regions  of  our  country.  In  fact,  nearly  60  percent  of  all  the  non- 
metro poor  live  1n  the  South,  and  8  of  10  persistent  low-Income  counties  are 
located  in  that  region. 

The  composition  of  the  nonmetro  poverty  population  1s  different  from  that 
in  metro  areas.  A  much  higher  proportion  of  nonmetro  poor  families  are  headed 
by  males,  and  there  1s  a  much  higher  Incidence  of  the  so-called  "working  poor.' 
These  poor  are  excluded  from  many  of  the  current  categorical  welfare  reform 
programs  and  would  be  among  the  most  benefited  by  proposals  for  welfare  reform 
such  as  the  President's  proposal,  Program  for  Better  Jobs  and  Income  (PBJI). 

Finally,  there  is  a  racial  and  ethnic  aspect  to  nonmetro  poverty.  While 
11  percent  of  white  nonmetro  families  earned  less  than  the  poverty  level  Income, 
corresponding  figures  for  Blacks  and  H1span1cs  were  38  percent  and  27  percent, 
respectively.  The  existence  of  a  large  concentration  of  low-Income  people  1n 
rural  areas  in  the  South,  despite  generally  improving  rural  conditions  even 
within  the  region,  is  a  particularly  difficult  development  problem.   In  addition, 
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Indians,  especially  rural  Indians,  are  among  the  most  disadvantaged  of  any 
population  group  1n  the  United  States. 

A  similar  story  Is  portrayed  1n  data  on  housing,  Infant  aortallty,  the 
attainment  of  foraal  education,  and  access  to  aedlcal  care.  For  example,  the 
rate  of  decline  In  substandard  housing  has  been  auch  aore  rapid  1n  nonaetro 
than  1n  astro  areas,  but  disparity  persists.  About  7  percent  of  nonaetro  houses 
lack  soae  or  all  pluablng,  compared  with  less  than  2  percent  of  astro  units. 
As  was  the  case  for  Incoae  and  poverty,  there  1s  a  regional  and  racial  aspect 
to  the  Incidence  of  Inferior  housing.  Sixty  percent  of  all  Inadequate  nonaetro 
housing  is  located  1n  the  South  and  over  one  half  of  these  units  are  occupied 
by  Blacks. 

A  lot  has  been  accomplished  1n  nonaetropolltan  America,  but  auch  aore 
remains  to  be  done.  In  seeking  ways  to  develop  our  small  towns  and  rural  aroas, 
we  aust  remember  that  the  relationships  of  Interdependence  that  bind  together 
regions  and/or  aotro-nonaotro  sectors  of  our  country  are  dynamic  and  ever 
changing,  we  cannot  be  guided  by  past  notions  of  seemingly  never -ending  attro 
concentration,  of  decline  or  abandonment  of  small  towns  and  rural  areas*  or  of 
outmlgratlon  from  the  South. 

we  must  also  remember  that  nonaetro  conditions  are  extremely  diverse  and 
varied.  While  the  overall  social  and  economic  condition  has  Improved,  pockets 
of  stubborn  poverty  remain  as  do  poverty  and  disadvantage  among  soae  subgroups 
of  our  nonaetro  population.  Rural  development  policy  aust  be  targeted  to 
Improve  the  conditions  of  life  for  these  disadvantaged  groups  and  In  Impacted 
areas.  Equity  and  efficiency  between  the  areas  of  our  country  and  among 
residents  within  areas  aust  be  our  goal. 

I  will  now  present  for  your  review,  narrative  and  charts  on  27  issues  of 
concern  for  rural  development. 
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Population  Change 
(F1g.   1) 

The  revival  of  rural  and  small  town  population  growth  since  1970 
continues,  with  nonmetro  counties  still  maintaining  higher  growth  rates  than 
their  metro  counterparts.     Between  1970  and  1976,  nonmetro  counties  Increased 
1n  population  by  8.0  percent,  while  metro  counties  grew  by  4.7  percent. 

The  faster  nonmetro  gain  1s  often  attributed  to  the  spill -over  from  metro 
centers.     This  1s  true  to  an  extent,  but  the  more  Isolated  nonmetro  counties 
also  have  reported  substantial  growth  and  inmigration.     The  7.3  percent  rate 
of  population  growth  and  3.5  percent  rate  of  1nm1grat1on  for  this  nonadjacent 
(to  a  metro  area)  group  of  counties,  while  somewhat  below  that  Indicated  for 
the  nearby  adjacent  counties,  was  higher  than  both  the  metro  and  national 
averages. 

Some  of  the  factors  bringing  about  renewed  nonmetro  growth  and  vitality 
Include  improved  employment  opportunities;  development  of  recreation  and 
retirement  centers;  large  public  Investments  1n  State  colleges  and  universities; 
the  spread  of  modem  conveniences  such  as  electricity,  water  and  sewer  service, 
telephone,  and  broadband  communication;  and  a  general  preference  among  the 
U.S.  population  for  rural /small  town  living. 
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POPULATION  CHANGE 

PERCENT 
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US  Total  Total  Metro      Total  Nonmetro 

Nonmetro     Adjacent*  Nonadjacent 
Counties     Counties 

ANNUAL  AVERAGES 

♦COUNTIES  ADJACENT  TO  STANDARD  MCTROPOUTArTSTATISTICAL  AREAS  AS 
DEFINED  IN  1974.     SOURCE:  U.S.  BUREAU  OF  THE  CENSUS. 

USOA  ESCS-1076-C78  (2) 

FIGURE  1 
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Regional  Population  Growth 

Percentage  Change,  1970-76 

(F1g.  2) 

In  the  1970 's,  higher  rates  of  population  growth  in  nonmetro  areas 
compared  with  metro  areas  occurred  in  all  geographic  regions  of  the  United 
States  except  in  the  South.     Thus,  the  pattern  of  faster  population  Increase 
1n  metro  areas  that  characterized  the  Nation  as  a  whole  during  the  1960's 
continues  only  1n  the  southern  States.    However,  even  in  this  region,  nonmetro 
areas  are  growing  at  a  rate  that  exceeds  the  U.S.  average. 

At  the  national  level,  the  sharp  upturn  In  net  inmigration  for  nonmetro 
areas  during  1970-76  was  accompanied  by  a  sizable  downturn  1n  net  Inmigration 
for  the  metro  sector.     However,  in  the  South,  metro  centers  increased  somewhat 
their  level  of  inmigration. 
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Farm  Population  and  Migration,  1920-76 
(F1g.  3) 


Q.r-ia 


The  number  of  persons  living  on  farms  1n  rural  areas  of  the  United  States 
averaged  8,253,000  1n  the  12-month  period  centered  on  April  1976.  This  - 
represents  a  decline  of  almost  1.5  million,  or  15  percent,  since  1970.  Wnen 
the  farm  population  was  first  enumerated  1n  1920,  there  were  32  million  residents. 
However,  except  for  brief  Interruptions  during  the  depression  and  following 
World  Wars  I  and  It,  the  size  of  the  farm  population  has  steadily  declined. 

The  annual  rate  of  net  outmlgratlon,  in  which  the  average  amount  of  net 
outmlgratlon  1s  expressed  as  a  percentage  of  the  average  farm  population,  was   , 
2.9  percent  for  1970-76.  Such  a  low  rate  of  net  outmovement  has  not  beeji  observed 
in  the  farm  population  since  the  late  1940' s,  when  returning  war  veterans  and 
defense  workers  temporarily  checked  farm  population  decline. 
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Q.l-12 

Number  and  Average  Size  of  U.S.  Farms 
(Fig.  4) 

Significant  decreases  1n  the  number  of  farms,  accompanied  by  a  sub- 
stantial Increase  in  the  average  size  of  farms,  has  characterized  American 
agriculture  for  many  years.  The  number  of  U.S.  farm  declined  from  a  high 
of  6.8  million  1n  1935,  to  4.0  million  1n  1960,  and  2.7  million  1n  1978. 
During  the  same  period,  the  average  size  of  farm  more  than  doubled,  going 
from  155  acres  In  1935  to  400  acres  in  1978.  This  Is  primarily  due  to  the/ 
consolidation  of  many  small  farms  Into  larger  units. 
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Q.l-14 


Farm  Residents  Employed  In  Agriculture  and  Nonagrl cultural  Industries 

(Fig,  5) 

In  1976,  2  million  persons,  or  51  percent  of  the  employed  farm  resident* 
labor  force,  were  engaged  solely  or  primarily  In  agriculture.  This  represents  a 
decline  of  16  percent,  or  about  370,000  workers,  1n  primary  agricultural 
employment  among  farm  people  since  1970.  Ouring  this  same  period,  although  there 
was  no  significant  change  1n  the  number  of  farm  residents  working  In  non- 
agricultural  Industries,  their  proportion  of  total  employment  of  farm  people 
rose  from  45  to  49  percent.  As  a  consequence,  the  farm  resident  labor  force  1n 
1976  was  almost  equally  divided  between  employment  1n  agriculture  and  emp1o>ment 
1n  nonagrlcultural  pursuits.  This  reflects  the  Increasing  trend  among  farm 
wage  workers  to  commute  from  nonfarm  residences  to  their  farm  jobs.  In  1976, 
almost  three  out  of  ewery  four  wage  and  salary  agricultural  workers  lived  off 
farms. 
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Q.l-16 

Median  Family  Income  by  Racial /Ethnic 

Origin,  1970-76 

(F1g.  6) 

In  1976,  nonmetro  median  family  Income  was  nearly  80  percent  of  that  1n 
metro  areas.  This  Is  a  marked  Improvement  over  1970,  when  the  ratio  was  .77, 
and  a  substantial  improvement  over  I960,  when  the  ratio  was  .69.  However,  the 
absolute  dollar  gap  1n  metro-nonmetro  Income  actually  Increased  during  the 
7-year  period,  going  from  $2,500  1n  1970  to  over  $3,000  1n  1977. 

Metro-nonmetro  Income  differences  are  not  attributable  to  the  economic 
position  of  any  one  ethnic/racial  group,  but  characterize  all  major  components 
of  the  population.  In  1976,  nonmetro  Whites  received  80  percent  of  the  Income 
of  their  metro  counterparts,  while  the  ratios  for  Blacks  and  His panics  were 
74  percent  and  85  percent,  respectively.  Black  families  have  the  lowest  median 
family  Income  of  the  three  major  groups,  but  their  relative  position  has 
Improved  most  during  the  recent  7-year  period.  In  1970,  their  median  family 
Income  was  45  percent  that  of  nonmetro  Whites  and  in  1976  this  figure  had 
Increased  to  55  percent. 
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FIGURE  6 
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0.1-18 


Percent  of  Persons  1n  Poverty 

By  Racial/Ethnic  Origin,  1976 

(F1g.  7) 

In  1976,  the  Incidence  of  persons  1n  poverty  was  greater  1n  nonmetro  than 
\  metro  areas.  In  nonmetro  areas,  Blacks  had  the  highest  Incidence  of 
>verty  (38  percent)  followed  by  H1span1cs  and  Whites.  Although  current  data 
i  Native  Americans  are  not  available,  there  1s  little  question  that  they  too 
»e  sever 1y  disadvantaged  with  respect  to  poverty  level  Income.  Metro- 
mmetro  differences  characterize  all  three  major  ethnlc/radal  groups  but 
le  residential  gap  1s  much  greater  for  Blacks  than  for  H1span1cs  or  Whites. 
ius,  race  1s  a  major  factor  In  explaining  the  greater  Incidence  of  nonmetro 
irsonal  poverty.  This  differs  somewhat  from  the  situation  for  family  poverty, 
lere  metro- nonmetro  differences  are  more  equal  between  the  races.  This  may  be- 
sod  a ted  with  racial  differences  1n  family  structure  and  the  Incidence  of 
iltiple  workers  per  family. 
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Q.I -20 

Nonmetro  Counties  With  Less  Than 

$3,500  Per  Capita  Income  In  1975 

(Fig.  8) 

In  1975,  272  nonmetro  counties  had  per  capita  Incomes  of  less  than  $3,500. 
This  1s  an  extremely  low  level  and  signifies  areas  of  severe  economic  depri- 
vation. These  counties  are  not  evenly  distributed  throughout  the  country. 
In  fact,  over  three-quarters  (212  counties)  are  concentrated  In  the  South. 
Many  of  these  "pockets  of  poverty"  are  characterized  by  a  high  proportion 
of  racial  minorities  and/or  by  general  economic  underdevelopment.  And  quite 
a  number  of  these  counties— especially  those  1n  the  Mississippi  Delta— are 
continuing  to  experience  outmlgratlon. 
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Q.l-22 

Ptrsons  In  Poverty,  1975 
(Fig.  9) 

Irrespective  of  nttro-nonnetro  residence,  the  Incidence  of  poverty  In 
197S,  was  greater  In  the  South.  Moreover,  nttro-nonnetro  differences  Mere 
greater  in  the  South  as  well.  One  of  five  southern  nonaetro  persons  was  In 
poverty  In  1975,  compared  with  only  12  percent  In  the  North  and  west.  Similarly, 
a  greater  percentage  of  southern  aetro  residents  was  poor  coapared  with  their 
counterparts  In  other  regions. 
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Q.l-24 

Agriculture's  Share  of  Total  Personal  Income 
In  Nonmetro  Areas,  1975 
(Fig.  10) 

Norwetro  employment  cannot  be  equated  with  agriculture.  In  1975, 
agriculture  accounted  for  less  than  10  percent  of  nonmetro  total  personal 
Income.  Agriculture  contributes  most  to  total  personal  Income  In  the  nonmetro 
North  Central  region— slightly  over  13  percent.  Nonmetro  employment  1s  becoming 
concentrated  In  service-performing  activities.  In  addition,  manufacturing  now 
accounts  for  over  a  quarter  of  employment  In  nonmetro  areas  (although  It  Is  no 
longer  a  major  growth  Industry). 
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0.1-26 

Median  Income  of  Elderly  Persons  by  Household 
Type  &  Metro-Nonmetro  Residence,  1975 
(F1g.  11) 

In  1975,  the  median  Income  of  elderly  households  was  considerably  below 
that  of  all  U.S.  households  and  lowest  of  all  In  nonmetro  areas.  The  nonmetro 
elderly  received  only  80  percent  as  much  Income  as  their  metro  counterparts. 
Older  persons  living  alone  1n  nonmetro  areas  had  less  than  half  the  median 
Income  of  elderly  husband-wife  households  1n  these  areas.  Similarly,  in 
metro  areas,  the  median  Income  for  older  husband-wife  households  was  nearly 
2-1/2  times  that  of  elders  living  alone. 
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Q.I -28 

Educational  Attainment 
(F1g.   12) 

Between  1970  and  1975,  high  school  completion  rates  rose  for  both 
residence  groups.     However,  the  percentage  Increase  was  somewhat  greater  among 
nonmetro  residents  than  among  their  metro  counterparts.     College  completion 
rates  also  grew  for  both  populations,  but  In  this  case  the  percentage  Increase 
was  slightly  less  for  nonmetro  residents.     Thus,  while  the  educational  attain- 
ment gap  between  nonmetro  and  metro  populations  narrowed  at  the  secondary 
level,  it  actually  widened  at  the  postsecondary  level. 

Other  data  suggest  that  the  latter  phenomenon  may  be  due  to  relatively 
less  opportunity  to  attend  college  by  nonmetro  youth.     For  example,  a  survey  of 
1975  high  school  seniors  disclosed  that  one-third  of  nonmetro  students  did  not 
plan  to  attend  any  college,  contrasted  to  about  a  fifth  for  metro  students. 
The  most  disadvantaged  nonmetro  residents  1n  terms  of  failure  to  secure  a 
college  education  are  Blacks,  His panics,  and  Whites  over  45.     And  1t  is  these 
educationally  disadvantaged  subpopulatlons  who  also  display  the  least  earnings 
and  lowest  relative  numbers  of  professional  and  white  collar  occupations. 
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Q.l-30 

Regional  Change  In  Nonfara  Mage  and  Salary  Eaployaent, 
March  1970-October  1977 
(F1g.  13) 

From  1970  to  1977,  nonaetro  areas  experienced  substantially  higher  rates 
of  eaployaent  growth  than  aetro  areas  In  all  regions  of  the  country.  For 
the  Nation,  as  a  whole,  the  nonaetro  and  aetro  rates  of  growth  were  26.9  percent 
and  12.0  percent,  respectively.  In  the  South  and  West,  eaployaent  growth  was 
quite  high  In  both  aetro  and  nonaetro  areas.  In  the  Northeast,  aetro  areas 
actually  lost  eaployaent  while  nonaetro  areas  grew  by  17.0  percent.  In  the 
North  Central  States,  the  nonaetro  rate  of  growth,  19.8  percent,  was  aore  than 
twice  that  for  the  SMSA's. 
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Q.l-32 

Change  In  Nonfarm  Mage  and  Salary  Employment,  March  1970-77 
(F1«.  14) 

The  rate  of  gain  1n  nonfarn  wage  and  salary  employment  from  1970  to  1977 
was  considerably  greater  in  nonmetro  than  1n  metro  areas.  In  fact,  nonmetro 
areas  outgalned  their  aetro  counterparts  1n  all  Industrial  categories.  Non- 
metro  gains  were  particularly  great  1n  service- performing  Industries;  trade; 
and  finance,  Insurance,  and  real  estate.  Employment  1n  mining  increased  1n 
response  to  our  national  priority  for  energy  sufficiency,  and  construction  also 
showed  marked  gains.  However,  employment  1n  manufacturing  was  relatively  stagnant. 
This  1s  in  marked  constrast  with  the  1960's,  when  the  decentralization  of 
manufacturing  formed  the  backbone  of  nonmetro  economic  change. 
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Q.l-34 

Changes  1n  Total  Labor  Force  by  Sex 

and  Metro-Nonmetro  Residence,  1960-74 

(F1g.  15) 

In  recent  years,  tremendous  changes  have  occurred  in  the  compost ion  of 
the  labor  force.  From  1960  to  1974,  59  percent  of  total  U.S.  labor  force  growth 
was  accounted  for  by  females.  In  nonmetro  areas,  women's  share  of  labor  force 
growth  was  almost  65  percent;  a  60  percent  Increase  over  the  1960  level. 

By  1977,  4  of  ewery   10  nonmetro  workers  were  women.  Of  the  nonmetro 
female  population,  46  percent  were  1n  the  labor  force.  This  labor  force 
participation  rate  varied  by  age  from  a  low  of  9  percent  for  those  65  years 
old  and  over  to  a  high  of  65  percent  for  women  20  to  44  years  of  age. 
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Q.l-36 

Quarterly  Unemployment  Rates  for  Metro  and  Nonmetro  Areas 
(F1g.  16) 

From  the  third  quarter  of  1973  through  the  fourth  quarter  of  1974, 
unemployment  rates  fluctuated  with  changes  1n  the  business  cycle.     In  nonmetro 
areas,  the  unemployment  rate  ranged  from  a  low  of  3.7  percent  in  the  fourth 
quarter  of  1973  to  a  high  of  9.2  percent  at  the  height  of  the  recession  in  the 
first  quarter  of  1975.     By  1977,  the  average  unemployment  rate  1n  nonmetro 
areas  had  declined  to  6.6  percent,  compared  with  7.3  percent  in  metro  areas. 
With  one  exception— the  height  of  the  recession— the  nonmetro  unemployment  rati 
has  been  below  that  of  metro  areas.     These  data  suggest  that  nonmetro  residents 
tend  to  fare  better  during  recessionary  periods  than  their  metro  counterparts; 
that  1s,  while  the  nonmetro  unemployment  rate  may  Initially  rise  to  a  higher 
level,  1t  adjusts  downward  more  quickly  than  that  of  the  metro  sector.     However, 
the  inclusion  of  "disguised"  unemployment  in  the  measure  of  unemployment  alters 
this  Impression. 

Adjusting  the  unemployment  rate  in  this  manner  for  March  1975,  the  height 
of  the  last  recession,  to  include  workers  employed  part-time  for  economic 
reasons  and  those  wanting  jobs  but  not  looking  because  they  felt  no  jobs  were 
available  elevated  it  from  9.2  to  13.4  percent  in  nonmetro  areas  and  from  9.1 
to  12.3  percent  1n  metro  areas.     In  1977,  these  adjusted  rates  were  9.7  percent 
in  nonmetro  areas  and  9.8  percent  1n  metro  areas.     Hence,  the  comparisons 
Indicate  that  the  reliance  on  standard  unemployment  rates  alone  tends  to 
overstate  the  economic  health  of  nonmetro  America    in  relation  to  metro  areas. 


Digitized  by 


Google 


416 


Q.I -37 


LU 


CC 

o 

u. 

CO 
UJ 


IU 

if   2 
is 

ccz 

QJO 


FIGURE  16 


Digitized  by 


Google 


417 

Q.l-38 

Occupied  Housing  Units  by  Type  of  Structure 
(F1g.  17) 

The  single  unit  structure  Is  the  most  popular  type  of  U.S.  housing, 
particularly  1n  nonmetro  areas,  where  four  of  every  five  households  were  1n 
such  a  home  In  1976.  Mobile  homes  account  for  nearly  10  percent  of  all 
nonmetro  housing  units.  This  1s  a  significant  Increase  over  1970,  when  they 
were  by  far  the  least  Important  form  of  housing  structure.  In  fact,  nonmetro 
households  1n  multiple-unit  structures  outnumbered  mobile  home  residents  by 
two  to  one  in  1970;  but  that  ratio  has  declined  to  four  to  three. 
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Q.l-40 
Percent  of  Year-Round  Housing  Units  Lacking  Some  or  All 
Plumbing,  1976 
(F1g.   18) 

Dwelling  units  In  nonmetro  areas  are  four  times  more  likely  than  metro 
units  to  lack  some  or  all  plumbing— the  most  often  used  single  Indicator  of 
housing  quality.    While  nonmetro  housing  Is  more  likely  to  have  Insufficient 
plumbing  facilities  1n  every  region  of  the  country,  the  nonmetro  South  has  the 
lowest  quality  housing,  with  nearly  10  percent  of  the  nonmetro  units  having 
Inadequate  plumbing.    Metro- nonmetro  differences  are  also  greatest  1n  the 
South. 
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FIGURE   18 
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Q.1-42 

Substandard  Housing  1n  the  United  States 
(F1g.  19) 

The  quality  of  housing  has  Improved  steadily  1n  both  metro  and  nonmetro 
areas  of  the  Nation.  However,  nonmetro  areas  contain  a  disproportionate 
share  of  the  substandard  housing  that  does  remain.  While  metro  households 
outnumber  nonmetro  two  to  one,  about  equal  numbers  of  nonmetro  and  metro 
households  are  In  homes  which  either  lack  complete  plumbing  facilities  or  art 
dilapidated.  The  percent  of  households  in  substandard  units  has  dropped  even 
faster  than  their  absolute  number  because  of  a  steady  growth  In  the  total 
number  of  U.S.  households. 
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Substandard  housing  in  tha  United  States. 
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Q.1-44 

Inadequate  Nonmetro  Housing  Units  by  Race  and  Region,  1975 
(Fig.  20) 

There  1s  a  regional  and  racial  aspect  to  Inadequate  housing.     Nearly  60 
percent  of  such  units— those  which  either  lack  complete  plumbing  facilities  or 
have  fewer  rooms  than  persons— are  located  in  the  South.    Of  those,  over  half 
are  occupied  by  Blacks.     This  1s  particularly  significant  since  Blacks  account 
for  only  10  percent  of  all  Southern  households. 
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Q.l-46 

Physicians  and  Hospital  Beds,  1974 
(F1g.  21) 

There  are  over  2-1/2  times  as  many  doctors  per  10,000  people  1n  metro 
than  in  nonmetro  counties.     More  specifically,  the  largest  SMSA's  have  1 
doctor  for  about  every  410  people  compared  with  1  for  every  725  people  in 
smaller  SMSA's  and  1  for  every  2,440  people  1n  rural  counties  with  less  than 
10,000  residents.     In  addition,  sparsely  populated  counties  are  often  quite 
large  in  land  area  and  hence  residents  need  more  travel  time  to  reach  a 
doctor  or  other  health  care  service. 

Hospital    beds  are  rather  evenly  distributed  between  metro  and  nonmetro 
areas.     But  these  data  understate  the  difference  1n  the  availability  of  care. 
Many  of  the  nonmetro  hospitals  were  built  in  the  early  days  of  the  Hill- 
Burton  program  and  are  now  badly  1n  need  of  modernization.     Many  provide  a  very 
limited  number  of  services  and  lack  the  equipment  required  for  more  sophisticated 
and  up-to-date  treatments. 
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Q.l-48 

Private  Medical  Insurance  Coverage  for 

Persons  Under  65  Years  of  Age,  1974 

(F1g.  22) 

Over  80  percent  of  metro  residents  outside  of  the  central  city  are 
covered  by  private  medical  Insurance.     In  the  central  city,  private  coverage 
1s  lower,  but  many  of  the  residents  are  eligible  for  medicaid.     Private 
medical  Insurance  coverage  1s  also  low  1n  nonmetro  areas,  since  many  persons 
are  self-employed  or  work  for  small  firms  that  cannot  afford  to  provide 
coverage,  but  in  this  case  the  slack  1s  not  taken  up  as  well  by  medicaid.     In 
fact,  many  of  the  nonmetro  poor  are  employed  and  thus  are  not  eligible  for  the 
program.     One  implication  of  this  situation  Is  that  nonmetro  persons  stand  to 
benefit  greatly  by  a  program  of  national  health  Insurance.     This  should 
Increase  their  demand  for  and  utilization  of  modern  medical  care. 
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Q.l-50 
Infant  Mortality  Rate,  1960-1974 
(Fig.  23) 

Infant  mortality  (deaths  Qf  infants  under  1  year  of  age)  has  improved  in 
both  metro  and  nonmetro  counties,  but  the  decline  has  been  more  rapid  in 
nonmetro  areas.     By  1974,  nonmetro  areas  had  only  1.1  more-deaths  per  1,000 
live  births  than  metro  areas,  compared  with  3.1  more  in  1960.     The  general 
social  and  economic  development  of  nonmetro  areas  is  no  doubt  responsible  for 
reducing  this  gap.     However,  because  of  local  conditions  of  disadvantage  and 
underdevelopment,  both  metro  and  nonmetro  areas  in  many  parts  of  the  Nation 
continue  to  have  a  persistent  problem  of  high  infant  mortality. 
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Q.l-52 

Local  Government  Employment  by  Function,  October  1972 
(F1g.  24) 

In  October  1972,  local  government  employment  levels  per  10,000  population 
were  higher  1n  metro  than  1n  nonmetro  counties.  However,  despite  this  overall 
trend,  per  capita  local  government  employment  levels  for  several  key  functions- 
education,  highways,  and  health  and  hospitals— were  higher  on  the  average  in 
nonmetro  counties.  Metro  counties,  by  contrast,  had  higher  per  capita 
employment  levels  for  police  and  fire  protection,  public  welfare,  and  a  broad 
range  of  other  functions. 


Digitized  by 


Google 


482 


q.l-53 


Digitized  by 


Google 


488 

Q.l-54 

Source  of  Local  Government  Revenues,  1972 
(Fig.  25) 

In  fiscal  year  1972,  local  governments  in  the  Nation's  metro  areas  received 
about  27  percent  of  their  general  revenues  from  the  State  and  Federal  govern- 
ments, while  nonmetro  local  governments  received  over  38  percent  of  general 
revenues  from  these  outside  sources.  Thus,  SMSA's  rely  much  more  heavily  on 
their  own  tax  and  other  revenue  sources  to  finance  locally  provided  public 
services. 

State  aid  (Including  Federal  funds  passed  through  State  agencies)  1s  a 
more  Important  source  of  revenues  for  local  governments  in  nonmetro  areas, 
and  it  makes  up  more  than  a  third  of  local  revenues  In  these  areas,  compared 
with  just  under  a  quarter  1n  metro  areas.  On  the  other  hand,  direct  Federal 
aid  Is  more  significant  in  metro  areas. 

These  figures  represent  a  snapshot  taken  midway  1n  what  appears  to  be  a 
major  reversal  of  these  patterns.  Since  1962,  local  government  reliance  on 
own-source  revenues  has  Increased  more  rapidly  in  nonmetro  areas,  wh1Te~botfT 
State  and  Federal  aid  have  become  more  Important  to  governments  serving  SMSA's. 
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Per  Capita  General  Expenditure  of  Local  Governments, 
by  Function,  1971-72 
(F1g.  26) 

Per  capita  local  government  expenditures  are  often  used  as  a  rough 
Indicator  of  the  levels  of  community  services  available  in  the  Nation.     These 
figures  must  be  used  cautiously,  however,  since  the  prices  of  Inputs,  the 
levels  of  efficiency,  and  the  relative  roles  of  State  versus  local  governments 
vary  considerably  from  one  area  to  another. 

In  1972,  the  level  of  per  capita  local  government  expenditures  1n  metro 
counties  averaged  nearly  1-1/2  times  the  level  in  nonmetro  counties.     Spending 
for  individual  functions  was  also  higher  in  metro  counties,  with  the  exception 
of  highways,  where  nonmetro  local  governments  typically  spend  more.     Further- 
more, this  overall  gap  in  spending  levels  between  metro  and  nonmetro  counties 
is  widening.     In  1957,  nonmetro  local  governments  spent  86  percent  as  much 
per  capita  as  metro  local  governments;  1n  1967,  they  spent  74  percent  as  much, 
and  in  1972,  they  only  spent  69  percent  as  much. 
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Per  Capita  Federal  Outlays  for 

Selected  Programs,  FY  1976 

(F1g.  27) 

In  fiscal  year  1976,  Federal  outlays  (Including  loan  amounts)  for  programs 
which  could  be  traced  to  county  levels  (81.6  percent  of  total)  amounted  to 
$314.5  billion,  or  $1,476  per  capita.  Per  capita  Federal  outlays  in  total  and 
for  most  individual  functions  were  higher  in  metro  areas  than  1n  nonmetro  areas. 
The  primary  differences  occurred  among  defense  and  space  spending  programs* 
where  per  capita  outlays  1n  metro  counties  were  more  than  twice  the  level  1n 
nonmetro  counties,  and  among  housing  programs,  where  the  differential  was 
nearly  as  high. 

On  the  other  hand,  average  per  capita  outlays  for  agriculture  and  natural 
resources  programs  were  more  than  three  times  as  high  1n  nonmetro  counties. 
And  total  per  capita  outlays  for  community  and  Industrial  development  programs 
were  higher  in  nonmetro  counties  as  well.  However,  the  favorable  position  of 
nonmetro  areas  in  community  and  Industrial  development  programs  is  somewhat 
misleading.  The  totals  for  community  and  Industrial  development  programs 
include  the  amounts  of  loans  and  loan  guarantees  in  addition  to  grants  in  aid 
and  direct  cash  outlays.  These  loan  programs,  which  are  mainly  used  in  nonmetro 
counties,  are  not  strictly  comparable  to  other  outlays  since  they  must  eventually 
be  repaid  by  the  locality.  When  the  amounts  of  loan  and  loan  guarantees  for 
for  community  development  programs  are  excluded,  per  capita  community  and 
industrial  development  outlays  are  $127  in  metro  counties  and  only  $111  1n 
nonmetro  counties. 
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Q.l-60 
I  think  this  overview  makes  1t  abundantly  clear  why  Improved  Incomes, 
employment  opportunities,  and  access  to  essential  community  facilities  and 
services  are  our  substantive  rural  development  goals  and  why  targeting  and 
systematic  private  sector  and  Intergovernmental  Involvement  In  formulation  of 
policies  to  address  such  an  array  of  needs  are  our  broad  operational  goals. 
Let  me  add  that  a  number  of  areas  not  covered  In  this  assessment,  such  as 
energy  Imperatives  and  the  problems  of  small  family  farmers, will  be  discussed 
later  1n  my  testimony  on  our  strategy  for  accomplishing  our  goals. 
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U.S.  Department  of  Agriculture  Activities  Q-2"1 

I  would  now  like  to  address  your  second  question,  dealing  with  the  status 
of  USDA's  most  significant  rural  development  efforts.     (Specifically,  you 
as  Iced :     In  terms  of  ongoing  activities,  recently  terminated  or  planned  to  be 
terminated  activities,  and  recent  or  planned  Initiatives,  what  1s  the  status  of 
the  most  significant  USDA  and  other  Federal  department  or  agency  rural  develop- 
ment programs  and  policies.    Please  summarize  the  rural  development  Impact  of 
major  Administration  activities  both  within  and  outside  USDA  In  terms  on  ongoing 
activities  recently  or  planned  to  be  terminated  activities,  and  recent  or  planned 
Initiatives.) 

I  will  not  address  the  activities  of  the  other  Federal  departments  since 
their  written  responses  to  your  questions  to  them  will  deal  with  this,  as  will 
the  oral  testimony  of  the  representatives  of  other  departments  who  are  with  us 
today.     I'm  sure  you  will  be  pleased  to  hear  about  the  Increased  awareness  of 
rural  concerns  in  these  departments  and  agencies. 

During  the  past  year,  the  range  and  size  of  a  number  of  the  programs 
administered  by  the  Department  of  Agriculture  have  expanded  or  are  receiving 
increased  emphasis.     Other  programs  have  been  terminated  or  reduced  in  terms  of 
their  overall  priority,  and  a  number  of  new  Initiatives  have  begun.     I  will  now 
highlight  and  summarize  these  actions  with  respect  to  the  USDA  programs  most 
significant  to  rural  development. 

Farm  and  Rural  Development  Loans  and  Grants 

The  Department  of  Agriculture,  through  the  Farmers  Home  Administration, 
has  the  following  major  tools  for  economic  and  community  development:     the  Rural 
Development  Loan  and  Grant  Programs,  the  Housing  Loan  and  Grant  Programs,  and  the 
Agriculture  Credit  Program. 

Rural  development  loan  and  grant  program  levels  for  1979  are  estimated  at 
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$2.4  billion.  This  Includes  Increases  over  fiscal  year  1978  of  $50  million 
for  water  and  waste  disposal  loans  and  $100  million  for  business  and 
industrial  loans.  Budget  requests  for  other  community  facilities  remain 
at  the  1978  level  of  $250  million.  It  1s  expected  that  the  housing  loans 
and  grants  will  exceed  $4  billion  1n  1979  and  that  they  will  maximize 
housing  assistance  to  families  with  the  lowest  Incomes.  Thus,  subsidized 
housing  programs  will  be  Increased  from  1978  levels,  with  some  shift  to  new 
construction  from  purchase  of  existing  dwellings.  The  nonsubsldlzed  programs 
have  been  decreased  from  1978  levels.  Approximately  80  percent  of  the 
housing  loans  made  under  the  rural  housing  programs  will  be  made  at  subsi- 
dized Interest  rates  1n  1979,  compared  with  69  percent  In  1978  to  assure 
that  the  most  serious  substandard  housing  problems  are  addressed. 

Loan  levels  for  FmHA's  agricultural  credit  programs  are  estimated  at 
$2.1  billion  in  1979,  about  $2.1  billion  less  than  In  1978.  The  decrease 
1s  largely  due  to  the  emergency  loan  program.  However,  our  budget  request 
for  1979  seeks  authority  to  authorize  emergency  loans  In  such  amounts  as 
may  be  necessary  to  meet  natural  disasters. 

Recent  Farmers  Home  legislative  Initiatives  for  farmers  that  will 

have  an  Impact  upon  rural  development  Include  two  bills  (H.R.  11504  and 

S.2146)  that  have  passed  the  appropriate  Agriculture  committees  and  are 

now  scheduled  for  discussion  on  the  floor.  Title  I  of  these  bills  amends 

current  legislation  in  order  to  Increase  farm  operating  and  ownership  loan 

limits,  to  make  these  loans  available  to  partnerships  and  family  farming 

j 
corporations,  and  to  make  other  changes  that  will  help  farmers  having 

economic  problems  because  of  low  prices. 
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Title  II  of  these  bills  1s  called  the  "Emergency  Agricultural  Credit 
Adjustment  Act  of  1978."    The  main  provision  of  Title  II  Is  for  up  to 
$4  billion  1n  economic  emergency  loan  assistance  to  help  fanners,  ranchers, 
partnerships,  and  corporations  to  overcome  economic  distress.    The  purpose 
of  this  and  other  provisions  of  Title  II  Is  to  help  keep  farmers  and 
ranchers  1n  business  with  their  present  lenders. 

As  other  evidence  of  USDA's  concern  for  small  farmers,  Secretary 
Bergland  has  directed  Farmers  Home  to  take  a  number  of  steps  to  help  farm 
loan  borrowers,  including  deferring  or  reprogramlng  principal  and  Interest 
payments  for  up  to  5  years  to  help  farmers  who  have  fallen  behind  on  their 
loans  through  circumstances  beyond  their  control. 

I  am  providing  for  the  record  a  more  detailed  summary  of  the  Farmers 
Home  expenditure  level  over  the  past  3  years.     The  impact  of  these 
programs  can  best  be  measured  by  the  number  of  rural  jobs  affected,  the 
number  of  people  served,  and  other  related  measures  for  each  of  the 
programs  we  administer.    Let  me  cite  for  you  the  impact  for  just  one  of 
our  programs— the  Business  and  Industrial  Guaranteed  Loan  Program.     This 
program  Is  designed  to  create  and  maintain  employment  1n  rural  areas. 
The  status  of  this  program  1s  one  of  growth,  with  $1.1  billion  planned 
for  fiscal  year  1979.     This  year  alone  In  that  program,  1t  1s  estimated 
that  43,887  jobs  will  be  created  and  63,156  jobs  saved.    The  program  will 
affect  107,043  total  jobs  this  fiscal  year  alone  or  42  percent  of  all  jobs 
affected  since  the  Inception  of  the  program  1n  1974. 
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Farmers  Home  1s  a  people-oriented  agency  and  the  goal  must  be  to  help 
those  who  need  the  help  the  most.  We  must  focus  on  problems,  and  not 
soley  on  risks.  For  example,  while  business  and  industrial  development 
loans  are  made  to  all  types  of  businesses  and  Industries,  they  are  now 
being  directed  toward  those  communities  with  high  rates  of  unemployment  and 
those  areas  with  severe  underemployment.  The  community  facilities  program 
funds  are  used  to  finance  projects  Involving  fire,  rescue,  and  public 
safety;  health  and  medical  care  facilities;  public  buildings;  cultural  and 
educational  facilities;  Industrial  development  facilities;  and  transportation 
facilities.  In  order  to  serve  more  families  in  the  water  and  waste  disposal 
loan  program,  priority  consideration  is  being  given  to  those  projects 
which  will  enlarge,  extend,  or  otherwise  modify  existing  facilities  to 
provide  service  to  additional  rural  residences. 

In  addition  to  the  budget  requests  which  I  have  already  quoted,  let 
me  cite  other  examples  of  new  programs  in  the  area  of  housing  initiatives 
that  demonstrate  that  we  are  developing  strategies  for  targeting  rural 
housing  assistance  to  the  most  needy  people. 

•  Loans  for  very  low  income  people  and  grants  for  the  elderly, 
both  to  repair  badly  deficient  housing,  are  budgeted  to 
increase  from  $24  million  this  year  to  $48  million  in  fiscal  1979. 

•  Farm  labor  housing  loans  and  grants  are  budgeted  to  Increase 
from  the  current  $17.5  million  to  $76  million. 
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•  An  Increase  of  $178  million  1s  budgeted  for  the  rural  rental  and 
cooperative  housing  program.     This  Is  to  help  the  many  rural 
families  that  can't  afford  traditional  homeownershlp  and  those 
whose  needs  are  best  met  1n  multi family  housing,  such  as  some  of 
the  elderly  and  handicapped. 

•  However,  the  largest  housing  program— the  basic  Section  502  loan 
program,  at  almost  $2.7  billion  a  year— cannot  help  lower  income 
families  1n  substandard  housing  because  these  families  can't  pay. 
The  alternative  of  rental  housing  projects  1s  not  feasible  in  many 
smaller  communities  and  countryside  areas.    Therefore,  we  have 
submitted  a  bill  for  rural  homeownershlp  assistance  that  would 
serve  families  with  Incomes  too  low  to  benefit  from  existing  pro- 
grams.    The  proposal  provides  for  low-Interest  loans  plus  a  subsidy. 
For  example,  a  family  with  $5,000  annual  Income  applying  for  a  loan 
to  buy  a  $25,000  house  would  receive  a  33-year  loan  at  1  percent 
plus  a  subsidy  to  reduce  its  total  housing  costs  to  25  percent  of 
adjusted  annual  family  Income. 

Later  in  my  testimony,  I  will  be  discussing  the  reorganization  of  Farmers 
Home.     I'll  just  briefly  say  that  the  reorganization  of  FmHA  was  done  for 
several  reasons.    The  primary  reason  1s  that'we  want  to  ensure  that  our  missive 
Investments  more  closely  respond  to  State  and  local  priorities.    And  second, 
we  want  to  Improve  the  delivery  of  our  service  at  the  local  level.     It  is  this 
second  reason  that  I  want  to  bring  out  here.     The  restructuring  that  will  take 
place  Includes  shifts  in  responsibility  so  that  district  offices  will  be 
responsible  for  processing  and  serving  community  facilities,  multi family 
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housing,  and  business  and  industrial  loan  programs.     County  offices  will 
therefore  be  able  to  concentrate  their  efforts  on  the  farm  and  homeownership 
programs. 

In  another  step  to  improve  the  effectiveness  of  our  loan  and  grant  program 
assistance,  we  have  also  planned  a  community  facilities  survey  to  provide  a 
picture  of  the  status  of  rural  community  facilities  so  that  we  can  better 
allocate  our  resources  in  areas  of  greatest  need. 

I  think  it  is  important  to  say  here  that  the  recent  merger  of  FmHA  and  RDS 
promises  to  add  a  significant  dimension  to  the  mission  of  the  foregoing  programs. 
And  the  policy  coordination  and  training  capabilities  added  to  FmHA  by  the  merger 
provide  the  resources  to  help  to  quickly  operational ize  the  expanded  mission. 

FmHA's  community  facilities  program  offers  a  good  illustration  of  this 
opportunity.     Since  approximately  70  percent  of  these  community  facility  loans 
have  been  made  for  health  care  facilities,  1t  1s  Important  for  the  program 
managers  to  be  familiar  with  rural  health  care  delivery  concepts  and  some  of 
the  major  HEW  programs.     In  this  regard,  the  policy  coordination  unit  has 
Initiated  with  HEW  the  idea  to  train  local  FmHA  and  Cooperative  Extension 
staff  to  strengthen  their  capability  to  provide  technical  assistance  and  program 
information  on  HEW's  Rural  Health  Initiative  and  Health  Underserved  Rural  Areas 
programs.     Through  still  another  initiative,  FmHA  with  HEW  is  developing  the 
idea  of  targeting  some  community  facility  loans  to  HEW's  Rural  Health  Initiative 
sites. 

Establishing  effective  primary  health  care  1n  rural  areas  1s  one  thing, 
providing  access  to  them  is  another.     The  absence  of  even  minimal  transportation 
1n  many  rural  areas  has  been  frequently  cited  as  a  major  impediment  to  economic 
as  well  as  social  improvement. 
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Our  specialist  1n  transportation  Is  working  to  bring  to  Fanners  Home  a 
focused  consideration  of  transportation  needs  in  evaluating  applications  for 
community  facilities,  housing,  and  business  and  Industry  loans.  One  example 
of  FmHA  Involvement  here  1s  as  follows:  Through  various  policy  coordination 
efforts,  a  current  USOA  demonstration  project  that  had  been  limited  to 
analyzing  the  effects  of  rail  abandonment  on  the  movement  of  agricultural 
freight  now  will  examine  rail,  highway,  and  people  transportation  systems  and 
will  Identify  the  appropriate  mix  of  transportation  systems  that  will  best 
meet  the  needs  of  agriculture  and  rural  communities.  At  the  planning  stage 
of  the  demonstration,  direct  linkage  was  established  between  the  policy 
coordination  specialist  and  the  State  FmHA  directors  in  the  States  where  the 
demonstration  will  take  place.  The  State  directors  will  assist  1n  the 
project,  including  directing  the  activities  of  the  district  and  county  FmHA 
staff  if  they  are  called  on  to  assist  in  the  surveying,  data  collection,  or 
subsequent  analysis  as  part  of  the  project.  The  results  of  this  project,  as 
well  as  continued  Input  from  the  transportation  specialist,  will  be  used 
throughout  Farmers  Home  so  the  agency  can  make  Its  Investment  decisions  1n 
the  context  of  their  relationship  to  transportation  Imperatives. 

For  example,  the  business  and  Industrial  development  programs 
have  a  twofold  relationship  with  rural  transportation.  Rural  communities 
and  their  entrepreneurs  facing  rail  abandonment  or  the  shrinking 
of  air  service  will  probably  seek  loans  or  grants  to  enable  them  to  save 
their  rail  or  air  service.  Policy  coordination  Inputs  will  enable  the 
program  office  to  better  evaluate  such  requests. 

The  transportation  specialist  will  also  be  attentive  to  loan 
proposals  for  Industry  from  the  viewpoint  of  whether  the  unemployed  and 
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underemployed  people  1n  the  area  will  have  access  to  transportation  to  the  jobs 
that  will  be  created  or  to  training  for  such  jobs.  He  will  work  to  suggest 
solutions  prior  to  the  commencement  of  the  industrial  activity. 

We  will  also  be  working  to  include  manpower  development  concepts  1n 
FmHA  business  and  Industrial  development  program  strategies.  For  example. 
Title  III  of  the  Economic  Opportunity  Act  of  1964  and  Title  VII  of  the  Community 
Services  Administration  Act  of  1976  authorize  the  establishment  of  a  rural  loan 
fund  to  allocate  approximately  $50  million  for  rural  economic  development 
demonstrations  and  projects. 

Our  manpower  specialist  served  on  the  task  force  established  to  create 
the  National  Rural  Development  and  Finance  Corporation  (NRDFC)  that  will 
administer  this  fund.  We  have  been  successful  in  reaching  a  point  where  the 
NRDFC  anticipates  working  closely  with  FmHA  on  these  development  ventures, 
particularly  1n  rural  housing  projects.  The  policy  coordination  manpower 
specialist  will  be  involved  in  order  to  ensure  that  opportunities  for 
employment  and  construction  skill  training  will  be  maximized  for  local  residents. 

In  a  related  effort,  our  policy  coordination  unit  has  been  able  to  provide 
a  critical  link  between  FmHA  and  the  Labor  Department  in  the  design  and 
Initiation  of  an  "Economic  Stimulus  Project"  to  provide  construction  skills 
training  and  employment  to  low- income  rural  residents,  while  upgrading  the 
housing  stock  in  rural  communities.  The  program— administered  by  Rural 
America,  Inc.— will  utilize  $6  million  1n  DOL  monies  to  provide  training  in 
housing  rehabilitation  and  construction  skills  to  1,000  Individuals.  These 
skills  will  be  developed  and  utilized  in  FmHA- financed  projects  for  repair  and 
rehabilitation  of  1,000  homes. 
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Fiscal  Year  1978  Budget  Estimate 
Farmers  Hose  Adminis trat ion 


AGRICULTURAL  CREDIT 

Loan  levels  for  the  Farmers  Home  Administration's  agricultural  credit 
programs  are  estimated  at  $2,059  million  in  1979,  about  $2.1  billion  less 
than  in  1978.  The  decrease  is  largely  due  to  the  emergency  loan  program. 
However,  the  1979  appropriation  language  requests  authority  to  authorise 
emergency  loans  in  such  amounts  as  may  be  necessary  to  meet  natural  disasters. 
Also,  the  authorization  for  the  emergency  livestock  loan  program  expires  at 
the  end  of  1978. 

Type  of  Loan  FY  1977  FY  1978  FY  1979 

actual  estimate  estimate 
(In  millions) 
Agricultural  Credit  Insurance  Fund: 

Farm  ownership  loans $  451.2  $   550.0  $550.0 

Farm  operating  loans 542.3  825.0  825.0 

Recreation  loans  to  individuals  ...  1.3  2.0  2.2 

Emergency  loans  a/ 1,178.4  2,500.0  578.0 

Emergency  livestock  loans  173.1  200.0  — 

Soil  and  water  loans  to 

Individuals  62.5  48.0  51.0 

Association  loans: 

Irrigation  and  drainage 5.8  6.0  7.0 

Grazing  3.5  4.0  4.4 

Indian  Tribe  land  acquisition  ...  9.9  10.0  11.0 
Soil  Conservation  Service  Loans: 

Watershed  protection  loans  5.2  23.0  25.6 

Flood  prevention  loans  —  .4  .4 

Resource  conservation  and 

development  loans  1.3  3.6  4.0 

Total,  Agricultural  Credit 

Insurance  Fund $2,434.5  $4,172.0  $2,058.6 

Emergency  loans  share  (1,351.5)      (2,700.0)      (578.0) 

Other  loans  share (1,083.0)      (1,472.0)    (1,480.6) 

a/  Figures  for  1978  and  1979  are  estimates.  Emergency  loans  are  authorised  la 
"  amounts  necessary  to  meet  needs  resulting  from  natural  disasters. 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  Q.2-10 

Rural  Development  Loans  and  Grants.  Rural  development  loans  and  grants  for 
1979  are  estimated  at  $2,425.0  Billion.  This  includes  funds  for  water  and 
waste  disposal  systems ,  community  facilities,  and  business  and  Industrial 
development  in  rural  areas.  The  following  table  reflects  loan  and  grant 
levels  for  rural  development  programs  for  Fiscal  Tear  1977,  1978  and  1979. 

FY  1977  FY  1978  FY  1979 

actual  estimate  estimate 
(In  millions) 
Loans: 

Water  and  waste  disposal  $  748.9  $  750.0  $  800.0 

Community  facility 200.0  250.0  250.0 

Business  and  industrial  350.0  1,000.0  1.100.0 

Total,  loans  1,298.9  2,000.0  2,150.0 

Grants: 

Rural  water  and  waste  disposal  ....    346.4  250.0  265.0 

Business  and  industrial 10.0  10.0         10.0 

Rural  development  planning  —  5.0         — 

Rural  community  fire  protection  . . .  3.5  3.5         — 

Total,  grants  359.9  268.5  275.0 

Total,  Program  level 1,658.8      2,268.5       2,425.0 

COMMERCE  AND  HOUSING  CREDIT 

Housing  Programs.  Housing  loans  and  grants  are  projected  at  more  than 
$4  billion  in  1979.  The  housing  programs  for  1979  will  maximize  housing 
assistance  to  families  with  the  lowest  incomes.  For  this  reason  subsidized 
programs  will  be  increased  from  1978  levels,  with  a  shift  to  new  construction 
from  purchase  of  existing  dwellings.   The  nonsubsldized  programs  have  loans 
decreased  from  1978  levels.  Approximately  80  percent  of  the  housing  loans 
made  under  the  rural  housing  programs  will  be  made  at  subsidized  interest 
rates  in  1979,  compared  with  69  percent  in  1978.  Outstanding  subsidized 
Section  502  loans  during  1977  had  a  weighted  average  interest  rate  of 
approximately  3.0  percent  (RHIF  total  portfolio  approximately  5  percent.) 


The  following  table  shows  number  of  housing  units  assisted  and  program  levels 
for  Fiscal  Years  1977,  1978,  and  1979: 

FY  1977  FY  1978  FY  1979 

actual  estimate  estimate 
(In  millions) 
Housing  Units  Assisted: 

Low-income  101,565  116,680  132,500 

Moderate- income  42,242  34,924  24,500 

Total  143,807  151,604  157.000 
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Rural  Housing  Program s 

FT  1977 
actual 

Loans: 

•  Low-Income  Housing  Loan  Assistance: 
Subsidized  Interest  Rate  Loans: 

Repair  loans  (sec.  <?6k)   $  7.9 

General  purpose  loans  (aec.  502): 

Purchase  of  new  dwellings  982.7 

Purchase  of  esistiag  dwellings 1*91.2 

Repair  only 11.8 

Domestic  farm  labor  housing 

loans  (sec.  515)  5.3 

Rental  or  cooperative  loans 

(sec.  515)        513.0 

Won -Subsidized  Interest  Rate  Loans: 

Site  loans  aec  52^  .9 

General  purpose  loans  (sec.  502)  103.8 

Subtotal,  Low- Income  Housing 
Loan  Assistance  2,116.6 

Moderate- Income  Housing  Loan 
Assistance: 
Not; -Subsidized  Interest  Rate  Loans: 
General  purpose  loans  (sec.  502): 

Insured 977.6 

Guaranteed 1.7 

Rental  or  cooperative  (sec.  515)  ... 

Site  loans  sec.  52U  

Mobile  home  park  loans  (sec  527)  ... 
Subtotal,  Moderate-Income 
Housing  Loan  Assistance 

Total  Loans  


FT  1978 

estimate 

(In  millions) 


$  15.0 


775.0 


Q.2-11 


FY  1978 
estimate 


$   2*1.0 


991.0 

705.0 

2U.0 

1,395.0 

5»*7.0 

65.0 

10.0 

38.0 

6oo.o 

880.0 

2.0 
180.0 

.8 
60.0 

2^27.0 

2.9^9.8 

611*.0 


32.0 

.5 

90.0 
1.0 
1.0 

867.O 

1*8.0 
J* 

1.011.8 

662.U 

3.128.1* 

3t3<*.o 

3.612.2 

1977 

1978 
(In  millions) 

1979 

Grants: 
Rural  Housing  Grant  Programs: 
Rural  housing  for  domestic 

farm  labor  (grants)  

Mutual  and  self-help  housing  grants 
Total,  Rural  Housing  Grant 
Programs  

Very  low-income  housing  repair 

grants  

Total,  Grants  

Rural  rental  assistance  contracts  .... 

GRAND  TOTAL,  Loans,  Grants,  and 
Contracts  


7.3 
Jtii 

7.5 
-2t2 

38.0 
16.5 

11.8 

16.5 

5*.5 

lO 

M 

21*. 0 
70 

_2U2ii 


3ii^-2  3,768.6 


370.0 


JL060.2 
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FARMERS  HOME  ADMINISTRATION  n  9   17 

Fiscal  Year  1979  Budget  Summary  <!.*-■* 

(In  thousands  of  dollars) 

FY  1977  FY  1978  FY  1979 

actual  estimate  estimate 
Agriculture  Credit  Insurance. Fund 

■anergen.cy   li/eaMclt  loan  a    ^guaranteed)  173, 1W  200,000  -   -  */ 

Emergency  (disaster)  loana   1,178,388  2,500,000  578,000 

Farm  ownership  Loans           U51,2l*0  550,000  550,000 

Soil  &  water  cotrtemtioa  loans  to  indiv.  62,1*91  U8,000  51,000 

Grazing  association  loans 3,5**8  1*,000  U,U00 

Soil  &  later  conservation  loans  to  assoc.  5,769  6,000  7,000 

Farm  operating  loana                     5^2,3*3  825,000  825,000 

Indian  trite  land  acquisition 9,91^  10,000  11,000 

Recreation  association  loana     -  -  --  -  - 

Recreation  loans  to  individuals   1,298  2,000  2,200 

Resource  conservation  &  development  loans  1,256  3,600  U,000 

Flood  prevention  loans                  --  U00  U00 

Watershed  wka  of  Improvement  loans  ...  5.166  23,000  25,600 

Subtotal,  ACIF   2,lf^;Sl?  *,175,O00  2$Q$\(>66 

Rural  Housing  Insurance  Fund 

Moderate  income  bousing  loans   979,280  775,000  6lU,000 

Low  income  bousing  loans       1,589,509  1,900,000  2,067,000 

Rural  rental  houaing  loans  5Wf,95^  690,000  868,000 

Farm  labor  housing  loans       5,336  10,000  38,000 

Very  Iok  income  housing  repair 

loana  (direct)   7,886  15,000  2l*,000 

Rural  bousing  site  development  loans  ...  1,^32  3,000  1,200 

Mobile  home  part  loans —  1,000  »  - 

Subtotal,  RHIF 3,128,397  3,39*,OOOb/  3,6l2,200b/ 

Rural  Development  Insurance  Fund 

Water  and  sever  facility  loans  7U8,850  750,000  800,000 

CoDDunity  facility  loans               199,9§1  250,000  250,000 

Business  &  industrial  development  loans  3^9,987  1,000.000  1,100,000 

Subtotal,  RDIF  I,298,8l8  2,000,000  2^150^000 

S elf-Help  Housing  Land  Development  Fund  657  1,000  1,000 

Rural  Water  and  Waste  Disposal  Grants  3^6,386  250^000  265*000 

Rural  Development  Grants                   9,997  10,000  10.000 

Rural  Development  Planning  Grants 5  qqo  

Rural  Community  Fire  Protection  Grant*  ..  3,^9"*  3,500  -  - 

Farm  Labor  Housing  Grants 7,250  7,500  38,000 

Mutual  and  Self -Help  Housing  Grants  i,^91  9,000  16,500 

Rural  Housing  5Gk  Repair  Grants 5,000  9,000  2l»,000 

TOTAL,  LOANS  AND  GRANTS   7,239.017  9.361.000  8.175.300 

Salaries  and  Expenses 

Appropriation  „ 17^,397  196,1*71  209,891 

Transfer  from  RHJF -  -  3,000  3,000 

Transfer  from  ACIF  for  temporary 

employment              500  500  500 

TOTAL    SALARIES  AND  EXPENSES /  17U.897  199.971  gl^oq 

a/  Authorization  for  this  program  expires  September  30,  1978. 
b/  Excludes  Rental  assistance  program  estimated  as  follows:     1978-$3to,072,000; 
1979-$37O,O13,0OO. 
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Electric  and  Telephone  Programs 

Through  the  Rural  Electrification  Administration  (REA),  a  total  of  16.2 
billion  was  made  available  to  rural  electric  and  telephone  systems  during  the 
transition  quarter  and  fiscal  year  1977  through  the  REA  Insured  and  guarantee 
loan  programs,  the  National  Rural  Utilities  Cooperative  Finance  Corporation, 
the  Rural  Telephone  Bank,  and  other  supplemental  sources.     There  are  about 
1,700  active  REA  borrowers  serving  in  47  States,  the  Virgin  Islands,  and  Puerto 
Rico.     Borrowers  may  be  found  1n  89  percent  of  U.S.  counties.     REA  electric 
loans,  guarantees,  and  supplemental  financing  totaled  $15.4  billion  at  the  end 
of  fiscal  year  1976,  and  $21.1  billion  at  the  end  of  fiscal  year  1977.     Telephone 
loans  and  guarantees  and  loans  from  the  Rural  Telephone  Bank  totaled  $3.9  bil- 
lion at  the  end  of  fiscal  year  1976,  and  $4.4  billion  at  the  end  of  fiscal  year 
1977. 

What  1s  the  impact  of  these  programs  on  our  rural  areas?    Electric  .loans  by 
REA  and  other  lenders  in  fiscal  year  1977  provided  for  construction  of  31,731 
miles  of  line  to  serve  371,504  consumers.     This  brought  the  total  number  of 
consumers  to  9.4  million  and  the  total  miles  of  line  to  1.9  million. 

By  June  30,  1977,  cumulative  financing  since  the  beginning  of  the  telephone 
program  provided  760,007  miles  of  line  to  serve  nearly  4  million  (3,998,699) 
subscribers.     During  fiscal  year  1977,  27,000  miles  of  Hne  were  completed  and 
placed  in  service. 

The  REA  program  also  Impacts  on  the  job  market.     For -example: 

1.  The  number  of  persons  employed  by  REA- financed  systems  Increased 
from  63,674  on  December  31,  1975,  to  65,846  on  December  31,  1976. 

2.  REA  financing  1n  fiscal  year  1977  will  generate  an  estimated 
800,000  man-years  of  employment  for  construction  activities: 
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Q.2-14 

3.     The  number  of  commercial  and  Industrial  establishments  served  by 
electric  systems  Increased  from  495,679  1n  calendar  year  1975  to 
518,889  in  calendar  year  1976  —  an  Indication  of  more  jobs  1n 
business  and  Industry. 

In  addition  to  the  direct  financial  assistance  mentioned  above,  REA  assists 
borrowers  and  their  associations  1n  their  effort  to  carry  our  programs  aimed  at 
Improving  the  social  and  economic  condition  of  their  service  areas.     A  survey 
conducted  by  REA  indicates  that  during  calendar  year  1976,  REA  borrowers  assisted 
919  commercial,  Industrial,  and  community  facility  projects  which  created  over 
26,000  new  jobs  1n  rural  areas.     Since  1961,  more  than  10,000  projects  have 
received  assistance,  resulting  in  over  562,000  new  jobs  (direct  and  indirect). 

Broadband  Communication  Systems 

Rural  policymakers  have  for  years  been  considering  the  reduction  in 
isolation  and  the  increase  1n  the  quality  of  life  that  could  be  brought  about 
by  sophisticated  means  of  telecommunications.     Rural  health  programs,  adult 
education,  energy  conservation,  law  enforcement,  entertainment  TV,  and  many 
other  Important  functions  can  use  these  advanced  facilities.     Broadband 
technology  1s  one  of  several  technologies  capable  of  delivering  these  services. 
Whether  this  technology  can  and  should  be  put  1n  place  depends  upon  how  many 
sources  of  revenue  can  be  brought  1n  to  make  the  technology  feasible  and  the 
competitive  advantage  of  this  technology  over  that  of  alternative  delivery 
systems  for  the  types  of  services  desired  and  the  supply/demand  relationship 
for  these  services.    Telephone  services  are  revenue  producers.     Similarily, 
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entertainment  TV  is  a  revenue  producer  and  other  services  may  In  tine  also  be 
revenue  producers.    However,  under  current  law,  REA  borrowers  cannot  take  the 
revenue  potential  of  entertainment  TV  Into  consideration  1n  determining  whether 
the  broadband  highway  can  be  put  1n  place  unless  the  financing  comes  from  a 
non-REA  source  such  as  FmHA. 

The  system  utilizes  a  coaxial  cable  or  fiber  optic  that  has  the  ability  to 
carry  many  hundreds  of  messages  or  Impulses  simultaneously.    The  Initial  cost 
of  Installing  the  coaxial  cable  1s  only  marginally  higher  than  for  conventional 
cable,  and  the  system  offers  the  ability  to  accommodate  a  larger  subsequent 
growth  merely  by  adding  electronic  equipment  In  lieu  of  additional  pared  cable, 
which  reduces  the  cost  of  adding  subsequent  users  over  an  extensive  future 
period. 

On  February  6,  1978,  legislation  was  Introduced  which  would  amend  the 
Rural  Electrification  Act  to  remove  the  prohibition  against  REA  financing  of 
community  antenna  television  system  services  or  facilities  other  than  those 
Intended  exclusively  for  educational  purposes.    USOA  has  been  asked  to  report 
on  this  legislative  proposal,  and  the  preparation  and  Interagency  review  of  a 
report  Is  underway. 

Federal  Assistance  Programs  Retrieval  System  (FAPRS) 

The  Federal  Assistance  Programs  Retrieval  System  (FAPRS)  has  been  greatly 
expanded  during  the  past  year.    This  computer  system,  released  to  the  public 
by  the  Rural  Development  Service  In  1976,  Identifies  on  an  Individual  basis  the 
Federal  assistance  programs  which  are  most  likely  to  meet  the  needs  of 
Individuals  and  communities  seeking  help  from  the  Federal  Government. 

The  number  of  programs  carried  by  the  system  and  the  number  of  subject 
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areas  catalogued  by  it  have  more  than  doubled  since  the  system's  Introduction. 

Usage  of  the  system  has  greatly  Increased  as  well.     Access  to  FAPRS  Is  now 
available  at  more  than  200  locations  throughout  the  Nation  and  the  system  1s 
being  used  at  a  rate  of  more  than  8,000  times  per  month. 

In  studies  examining  FAPRS  usage  1n  several  States,  users  have  Identified 
the  system  as  an  outstanding  aid  in  securing  Federal  assistance.     In  a  survey  of 
New  York  users  conducted  by  the  New  York  State  Department  of  State,  for  example, 
82  percent  of  those  responding  Indicated  that  FAPRS  assisted  them  1n  Identifying 
Federal  assistance  programs  which  would  be  responsive  to  their  needs.     Of  these, 
2  percent  are  negotiating  with  Federal  agencies,  3  percent  are  currently  prepar- 
ing applications  for  assistance,  6  percent  have  already  obtained  assistance 
through  FAPRS,  and  14  percent  expect  to  be  applying  soon  for  assistance  Identi- 
fied by  FAPRS. 

Now,  as  at  FAPRS'   Introduction,  most  users  of  the  system  are  rural . 
communities.    Approximately  80  percent  of  FAPRS  users  requested  assistance  for 
areas  with  populations  of  less  than  ^(fcrOOfr;  almost  20  percent  of  these  requests 
were  for  communities  with  less  than  2,500  population.     Approximately  60  percent 
of  FAPRS  users  identify  themselves  to  the  system  as  "official  units  of  govern- 
ment. " 

The  Federal  Program  Information  Act,  which  will  combine  FAPRS  with  the 
Catalog  of  Federal   Domestic  Assistance,  has  not  yet  been  Implemented  by  0MB. 
When  this  Implementation  takes  place,  we  stand  ready  to  assist  0MB  1n  a  smooth 
transfer  of  FAPRS  to  Its  new  location  while  working  to  preserve  the  access  of 
rural  residents  to  the  system. 

Area  Development  Assistance  Program 

As  you  know,  the  Rural  Development  Act  of  1972  authorized  the  funding  of 
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grants  for  comprehensive  rural  development  planning  (Section  111).  This  section 
was  first  funded  by  the  Congress  1n  FY  1978  for  $5  million. 

Final  regulations  for  this  program,  called  the  Area  Development  Assistance 
Planning  Grant  Program,  were  pub iJ shed  1n  the  Federal  Register  on  April  4,  1978, 
and  preappH cations  are  now  being  accepted  at  Farmers  Home  Administration  State 
and  county  offices.  These  regulations  were  developed  with  extensive  consultation 
with  public  and  private  Interest  groups  and  others  Interested  In  rural  develop- 
ment. Including  potential  applicants. 

We  plan  to  use  this  program  to  Initiate  rural  development  planning  processes 
1n  a  number  of  communities,  to  support  specific  planning  activities  at  the 
substate  and  local  level,  and  to  Involve  some  State  governments  1n  rural  develop- 
ment planning  as  well. 

In  the  fiscal  1979  budget  request,  no  appropriation  was  Included  for  this 
program.  I'll  talk  about  the  reasons  for  this  at  the  conclusion  of  my  response 
to  this  question. 

Energy 

As  part  of  Its  repons1b111ty  for  assisting  agriculture  and  rural  communities, 
USOA  1s  developing  a  comprehensive  energy  plan  for  agriculture  and  rural  America. 
Energy  goals  established  by  the  Department  of  Agriculture  are,  of  course, 
directly  1n  support  of  the  major  objectives  of  the  President's  national  energy 
plan— to  reduce  our  short-term  and  mid-term  dependence  on  Imported  oil,  and  In 
the  long  term  to  convert  to  renewable  and  less  exha us table  energy  sources.    The 
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Department's  energy  goals  are: 

1.  To  ensure  adequate  energy  supplies  for  agriculture  and  rural 
America. 

2.  To  conserve  energy  use  1n  agriculture  and  rural  America. 

3.  To  promote  the  development  and  use  of  alternative  sources  of 
energy  in  agriculture  and  rural  America. 

4.  To  minimize  the  adverse  Impacts  of  energy  development  and  use  on 
agriculture,  rural  lands,  and  rural  communities.    We  firmly 
believe  that  the  environmental,  economic,  and  social  problems 
associated  with  coal  strip  mining  and  other  energy  systems  must 
be  solved  1f  the  Nation  1s  to  expand  its  energy  supply  without 
an  undue  Impact  on  agriculture,  rural  areas,  and  forest  lands. 

The  Department's  policy  1s  to  participate  1n  and  contribute  to  the  long- 
term  solution  of  the  Nation's  energy  problems,  1n  ways  that  are  consistent  with 
the  maintenance  of  healthy  and  viable  food,  fiber,  and  agricultural  sectors  of 
the  economy  and  of  a  progressive  rural  America.    The  Secretary  has  established 
an  Office  of  Energy  headed  by  a  Director  who  reports  directly  to  the  Secretary. 
This  office  will  serve  as  a  focal  point  for  all  USDA  energy  and  energy- re la ted 
matters  and  coordination  of  these  activities  with  the  Department  of  Energy; 
it  will  develop  and  implement  USDA  energy  and  energy-related  policies  and 
strategies;  it  will  coordinate  USDA  programs  to  meet  the  Department's  goals; 
and  it  will  advise  the  Secretary  and  other  policy  officials  of  the  Department. 

In  addition,  the  Secretary  has  established  a    coordinating  committee 
composed  of  the  Deputy  Assistant  Secretaries  and  other  policy  level  officials  in 
the  Department  and  chaired  by  the  Director  of  the  Office  of  Energy. 
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Other  specific  energy  projects  directly  related  to  rural  development  Include 
the  following: 

1.  We  have  worked  with  the  Department  of  Energy  to  appraise  the  state 
of  the  art  of  the  solar  energy  Industry  as  It  applies  to  economical 
uses  for  solar  energy  In  rural  areas  at  the  present  time*  1n  the 
near  future,  and  over  the  long  term.     Short-term  Indications  are 
that  the  air  solar  collector  system  will  be  most  advantageous  for 
today's  residential  application.     Intermediate  and  long-term  projec- 
tions indicate  viable  solar  energy  applications  1n  the  field  of 
b1o-convers1on  through  the  generation  of  methane  gas.    Other  viable 
applications  appear  to  be  In  crop  drying.  Irrigation,  and  passive 
heating  methods,  such  as  In  greenhouse  operations  and  basic  animal 
and  poultry  shelter  heating,     we  are  working  closely  with  the 
Department  of  Energy  1n  cooperative  projects  In  most  of  these  areas. 

At  this  time,  we  have  developed  (with  the  help  of  Bethlehem  Steel, 
Kalwall  Corporation,  and  the  Celotex  Corporation)  an  air  solar 
collection  system  that  would  be  Installed  for  the  rural  low-Income 
homeowner  for  approximately  $2,000.    This  system  1s  now  1n  various 
stages  of  testing  and  further  development.    Plans  are  being  prepared 
for  installations  1n  Maine  and  Oklahoma.    Solar  greenhouse  designs 
have  been  prepared  for  the  Navajo  Nation  to  be  used  primarily  for 
heating  adobe  structures. 

2.  We  have  developed  an  energy  conservation  program  that  will  use  the 
diversified  capabilities  of  the  Department's  field  employees 
through  the  State/local  system  of  rural  development  committees. 
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These  committees  are  preparing  strategies  that  complement  the 
State^ energy  conservation  plans  required  by  the  Department  of 
Energy.  > We  are  also  preparing  a  series  of  15  fact  sheets  and 
other  printed  materials  for  rural  residents. 

In  addition,  a  simplified  way  to  finance  home  weather! zatl on 
Improvements  has  been  arranged  by  the  U.S.  Department  of  Agricul- 
ture through  Its  Farmers  Home  and  Rural  Electrification 
Administrations  (FmHA  and  REA),  1n  cooperation  with  the  National 
Rural  Electric  Cooperative  Association.     Under  this  plan, 
homeowners  eligible  for  FmHA  rural  housing  credit  who  are  served 
by  rural  electric  coops  may  have  home  weatherlzlng  work  done 
through  their  coops,  and  pay  by  easy  Installments  on  their  monthly 
electric  bills.     Homeowners  need  to  deal  only  with  their  electric 
coops  to  secure  this  service. 

During  the  past  year,  the  Department  of  Agriculture,  working  with 
local  community  action  agencies  and  other  groups,  conducted  five 
solar  greenhouse  demonstration  workshops  in  Arkansas,  Kentucky, 
Massachusetts,  North  Carolina,  and  Virginia.    The  purpose  of  the 
RDS-sponsored  workshops  was  to  demonstrate  that  1n  many  cases  1t 
would  be  relatively  simple  to  add  solar  greenhouses  to  existing 
homes  to  add  a  supplemental  energy  resource  as  well  as  a  relatively 
modest  fresh  vegetable  supply  for  a  very  limited  cost.    As  a 
follow up  of  the  workshops.  Community  Actions  Programs  and  other 
community  based  organizations  will  assist  low-Income  and 
especially  the  elderly  to  construct  solar  greenhouse  additions  to 


Digitized  by 


Google 


460 

Q.2-21 
their  homes.     FmHA  will  make  loans  for  the  purchase  of  the 
necessary  construction  materials.    Preliminary  reviews  project 
energy  savings  of  up  to  30  percent. 

Small  Farms 

Despite  the  trend  toward  large-scale  agriculture,  nearly  two- thirds  of  our 
farmers  still  produce  less  than  $20,000  worth  of  agricultural  commodities  a 
year.     These  small-farm  operators  own  37  percent  of  our  Nation's  farm  land  and 
control  nearly  30  percent  of  Its  farm  assets.    Many  of  them  depend  on  farming 
for  a  living. 

Although  there  are  small-farm  operators  1n  every  State,  7  out  of  10  of 
them  live  in  the  Southeast  and  North  Central  regions.    A  high  proportion  of  the 
farmers  in  Puerto  R1co,  the  Virgin  Islands,  and  Guam  operate  small  farms. 

The  production  of  small  farmers  1s  heavily  concentrated  In  commodities 
such  as  cotton,  tobacco,  and  labor-intensive  speciality  crops;  but  many  of 
these  small  farmers  also  raise  grain,  beef  cattle,  and  feeder  pigs. 

A  large  proportion  of  small -farm  operators  and  their  families  have  very 
limited  resources. 

.  We  in  the  Department  of  Agriculture  are  committed  to  these  small-farm 
operators  and  their  families.    We  are  developing  programs  and  activities  to 
help  them  improve  their  level  and  quality  of  living. 

Policies  and  programs  are  now  being  studied  by  the  departmental  agencies 
to  determine  how  existing  programs  can  be  more  responsive  to  the  needs  of  small 
farmers  and  their  families  and  to  determine  what  new  programs  are  needed.    We 
are  planning  to  establish  a  small  farm  task  force  for  coordinating  this  effort. 
Program  managers  are  being  asked  to  review  their  existing  programs,  improve 
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them  as  needed,  and  recommend  new  ones  which  will  make  public  services  more 
available  to  small-farm  operators  and  their  families.    Special  efforts  will  be 
made  to  provide  assistance  for  supply  and  marketing  cooperatives  tailored  to 
the  needs  of  small -farm  operators.     Extension  activities  will  be  developed  to 
Increase  the  Information  and  assistance  to  small-farm  operators  and  their 
families.     Research  priorities  will  Include  Investigations  on  alternative 
production  systems,  marketing  arrangements,  management  decisions,  credit  needs, 
off- farm  opportunities,  and  other  problem  areas  of  Importance  to  small -farm 
operators  and  their  families.     Information  units  will  make  sure  their  publica- 
tions and  releases  and  library  services  are  meeting  the  needs  of  small -farm 
clientele. 

To  assist  US DA  in  reaching  a  clearer  understanding  of  the  Federal  role  in 
general  and  the  Department's  role  in  particular  in  providing  assistance  to 
small  farmers  and  their  families,  our  policy  coordination  and  development 
staff  have  Initiated  plans  for  a  series  of  5  regional  small-farmer  conferences. 
These  have  been  approved  by  the  Secretary  and  are  now  being  planned  to  be  held 
between  June  and  November  1978. 

The  planning  and  financing  of  these  conferences  1s  being  coordinated 
between  the  Community  Services  Administration  and  all  USDA  agencies  having 
small  farmer  assistance  programs.    Other  Federal  agencies,  State  Rural  Develop- 
ment Committees,  and  the  National  Rural  Development  and  Finance  Corporation 
will  be  Invited  to  assist  in  developing  the  conference  agendas  and  to 
participate  in  the  conferences.     Small  farmers  and  rural  public  and  private 
Interest  groups  will  be  invited  to  participate  and  express  their  concerns  on  the 
problems  faced  by  small  farmers  and  their  families. 
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Out  of  these  conferences  It  1s  anticipated  that  there  will  be  a  greater 

awareness  by  departmental  policy  and  prograa  staffs  of  snail  fare  conditions 

and  possible  actions  tnat  should  he  Initiated  to  tnprove  the  welfare  of  snail 

fanners  and  their  taerilles.    Suggestions  will  be  solicited  on  how  Federal 

assistance  can  improve  the  snail  farmers  situation.    A  position  paper  will  be 

prepared  for  the  Secretary  of  Agriculture  that  will  be  the  basis  for  an 

expanded  small-farmer  policy  for  the  Departnent  In  1980. 

As  a  further  exanpie  of  our  commitment  to  small  farmers,  on  March  24  the 

Secretary  of  Agriculture  approved  $1.3  million  1n  funding  for  10  special  rural 

development/conservation  projects  through  the  1978  Agricultural  Conservation 

Program  (ACP)  Special  Projects/Demonstration  Program  of  the  Agricultural 

Stabilization  and  Conservation  Service  to  help  farmers  with  gross  incones  of 

less  than  $20,000.     The  projects  are  Intended  as  demonstrations  of  the  type  of 

efforts  that  can  help  Improve  the  economic  position  of  small  farmers  while  at 

the  same  time,  accomplishing  conservation  and  improvement  of  the  rural  environ- 
ment.   The  program  will  also  be  used  to  study  the  ACP1 s  potential  to  contribute 

to  USOA's  increased  rural  development  emphasis.      These  projects  are  discussed 

in  more  detail  1n  the  following  section  on  agriculture    support  programs. 

And  as  I  mentioned  earlier,  Farmers  Home  has  taken  a  number  of  steps  to 

help  small  farmer  borrowers. 

Agriculture  Support  Programs 

An  essential  aspect  of  improving  the  economic  and  social  life  of  rural 
areas  1s  the  maintenance  of  a  healthy  commercial  and  family  farm  type  of. 
agriculture.     1  would  like  to  discuss  three  major  agricultural  program  thrusts. 

A  major  thrust  of  the  Department's  Agricultural  Stabilization  and 
Conservation  Service  1s  directed  toward  Improving  the  Income  of  commercial 
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agriculture.    Under  the  Food  and  Agriculture  Act  of  1977,  difidency  and 
disaster  payments  of  $1.7  billion  were  made  to  producers  of  the  1977  crops  of 
wheat,  barley,  and  sorghum,  creating  an  Immediate  Infusion  of  capital  Into 
rural  areas. 

Programs  aimed  at  Improving  farm  Income  and  subsequently  rural  Income  as 
a  whole,  such  as  the  grain  reserve  program,  have  been  underway  for  several 
months  and  are  beginning  to  realize  some  Increase  in  farm  prices.    The  farmer- 
held  grain  reserve  has  been  expanded  through  relaxation  of  the  35  million  ton 
celling,  and  Interest  forgiveness  for  the  last  2  years  of  the  3-year  program 
will  give  farmers  additional  incentives  to  participate  1n  the  program. 

The  most  recent  Initiatives,  announced  March  29,  Included  payments  for 
voluntary  diversion  of  feed  grain  and  cotton  land,  as  well  as  payments  for 
grazing  wheat.    The  actions  give  Immediate  cash  assistance  and  potentially 
provide  a  $3  billion  to  $4  billion  boost  in  net  income  to  producers.     In 
addition,  the  loan  rate  on  soybeans  was  raised  $1  per  bushel  over  the  1977 
crop  loan  rate  to  $4.50  per  bushel. 

A  second  thrust  of  ASCS  is  in  the  area  of  conservation  cost  sharing 
designed  to  provide  the  type  and  kind  of  practices  needed  to  maintain  a  viable 
commercial  agriculture.     This  activity  alms  at  ensuring  a  continuing  long- term 
agriculture  as  a  bulwark  of  rural  area  growth  through  preservation  of  the 
land's  productive  ability. 

The  third  thrust  is  in  the  use  of  cost  sharing  to  obtain  more  direct  income 
improvement.     For  example,  a  few  years  ago,  cost  sharing  was  successfully  used 
as  a  catalyst  to  convert  run  down  and  low-Income  farms  along  the  Ohio  River  to 
more  productive  livestock  operations.     Cost  sharing  of  the  renovation  of  this 
run  down  crop  land  to  more  productive  grass  became  a  key  factor  In  the  revival 
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of  an  economically  distressed  area.     In  another  Instance,  cost  sharing  was  used 
to  encourage  conservation  practices  aimed  at  controlling  erosion  of  an  area 
supplying  a  water  reservoir  for  the  water  supply  of  a  medium  sized  Oklahoma 
town.    This  effort  greatly  reduced  the  rapid  slltatlon  of  the  town's  reservoir. 

It  1s  this  type  of  activity  that  we  Intend  to  stipulate  throuoji  encouraging 
State  and  county  ASC  committees  to  seek  out  these  kinds  of  problems  and  develop 
cost-sharing  projects  to  help  solve  then. 

Currently,  10    special  rural  development/conservation  projects,  funded  at 
$1.3  million,  are  designed  to  help  farmers  with  gross  Incomes  of  less  than 
$20,000,  and  to  solve  conservation  and  water  quality  problems. 

The  approved  projects  and  funding  levels  are:    Alaska— Delta  Junction 
Tainan  Valley,  Fairbanks  County,  $150,000;  111  1no1s— Northern  Brown  County 
project.  Brown  County,  $150,000;  Michigan— Project  Reach  Out,  Baraga  and 
Houghton  Counties,  $75,000;  New  Mexico— Acequi a  Mater  Conservation  project, 
R1o  Arriba,  Taos,  Santa  Fe,  San  Mlquel,  Mora, and  Guadalupe  Counties,  $150,000; 
North  Carolina— Special  project,  Alamance  County,  $100,000;  Ohio— Grassland 
Management  project,  Gallia,  Jackson,  Lawrence,  and  Vinton  Counties,  $150,000; 
Oklahoma— Leader  Creek  Watershed,  Hughes  County,  $130,000;  Tennes s ee- - Ch est uee 
Creek  Watershed,  McM1nn  and  Monroe  Counties,  $220,000;  Washington-- We nas  Valley 
Water  Management  project,  Yakima  County,  $75,000,  and  West  Virginia— Pond 
Creek  Watershed,  Jackson,  and  Wood  Counties,  $100,000. 

The  10  selected  projects  are  intended  as  demonstrations  of  the  type  of 
programs  that  can  be  accomplished  through  cooperative  efforts  of  farmers,  US0A 
agencies,  and  various  other  organizations  at  the  local  level. 

We  will  continue  to  encourage  State  and  county  ASC  committees  to  seek  out 
these  kinds  of  problems  and  develop  cost-sharing  projects  to  help  solve 
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Native  Americans 
According  to  the  1970  Census,  Native  Americans  are  the  only  minority  group 

■  r 

that  1s  still  predominantly  rural.    Their  other  distinction  in  the  context  of 
these  hearings  1s  that  they  are  the  worst  off  by  t>/%ry  single  measure  that  we 
use  when  we  are  trying  to  talk  about  the  rural  quality  of  life  that  1s  the 
central  concern  of  rural  development.     In  terms  of  poverty,  health  status  of 
adults,  Infant  mortality*  substandard  housing,  educational  attainment,  range  of 
job  opportunities,  or  unemployment— rural  Native  Americans  are  sharing  the  very 
least  1n  the  progress  being  attained  this  decade  in  rural  America. 

Bob  Bergland  and  I  are  determined  to  help  turn  this  situation  around. 
Don't  let  me  give  you  the  Impression  that  we  think  our  concern  1s  unique.    Many 
government  agencies  are  attempting  to  meet  the  development  needs  of  Native 
Americans  and  the  Department  of  the  Interior  1s  obviously  the  appropriate 
lead  department  in  resolving  Issues  relating  to  Indians.    However,  the  line 
agencies  of  USOA  carry  out  numerous  programs  which  have  an  Important  potential 
Impact  on  Native  Americans. 

We  recognize  that  we  must  work  1n  cooperation  with  other  Federal  depart- 
ments and  agencies  and  also  on  our  own,  where  appropriate,  to  Improve  the 
delivery,  availability,  and  effectiveness  of  USDA  programs  as  they  apply  to 
Native  Americans. 

In  January  of  this  year,  Bob  Bergland,  In  Secretary's  Memorandum  No.  1932, 
established  the  USOA  Native  American  Task  Force  to  help  accelerate  this  effort. 
I  am  the  Chairman  of  the  task  force. 

This  task  force  agrees  that  Native  Americans,  especially  Indian  Tribes, 
must  be  recognized  in  all  plans  and  programs  of  rural  areas.  The  problem  1s 
that  Indian  tribes  normelly  are  omitted  in  the  dealings  of  the  Federal -State- 
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local  structure  of  government  for  program  development  and  delivery.     This  1s  the 
very  structure  our  rural  development  policy  process  1s  trying  to  strengthen.     How, 
then,  will  tribal  governments  be  Included?    First,  Indian  Tribes  will  be  Invited 
to  participate  1n  all  USDA  rural  development  planning  which  affects  then.     Second, 
tribal  needs  and  situations  will  be  provided  for  1n  the  design  of  new  rural 
development  programs  and  1n  the  revision  of  existing  programs.    Tribal  administra- 
tion of  USDA  programs  will  be  encouraged  where  these  programs  are  delivered  through 
State  and  local  governments.    All  the  details  for  carrying  this  out  have  not  yet 
been  developed.     But  I  can  say  that  for  USDA,  rural  development  Includes  Indian 
development.    Not  for  one  minute  do  I  forget  this.     I  will  not  let  Farmers  Home 
forget  this,  and  I  will  work  diligently  to  see  that  other  USDA  agencies  don't 
forget  this.     I  will  also  strive  to  see  that  the  State  and  local  governments  we 
will  be  dealing  with  in  our  investment  strategy  work  don't  forget  this. 

Our  task  force  1s  strongly  committed  to  supporting  tribes  1n  the  protection 
and  development  of  their  land  base.    We  are  committed  to  building  upon  the 
expanding  economic  opportunities  now  occur! ng  on  some  reservations.    And  we  will 
always  recognize  the  strong  tribal  affiliations  and  tribal  customs  which 
Influence  Native  Americans'  attitudes  toward  ownership,  land  development,  end 
family  relationships. 

Now  let  me  mention  a  specific  USDA  project  underway— the  Agricultural 
Conservation  Program  Navajo  Project.     This  departmentwlde  effort  Is  Identifying 
Institutional  barriers  that  restrict  tribal  participation  1n  the  Agricultural 
Conservation  Program  and  other  Agricultural  Conservation  and  Stabilization 
Service  (ASCS)  programs.     It  1s  evaluating  the  adequacy  of  the  delivery  system 
of  ASCS  programs  to  the  tribe.     It  is  ascertaining  the  acceptability  of  ASCS 
programs  by  the  tribe.    And  then  It  will  develop  ways  to  Improve  ASCS  program 
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services  t<y  these  Native  Americans.    Along  with  ASCS,  this  rnultl agency  effort 
Involves  the  Soil  Conservation  Service,  which  1s  assisting  In  soil  and  water 
conservation  project  development.     It  Includes  the  Cooperative  Extension 
Service,  which  has  been  asked  to  expand  Its  conservation  education  programs 
for  the  Navajo  Tribe.    And  the  rural  development  policy  group  1n  Farmers  Home 
and  the  USOA  Indian  Desk  are  assisting  1n  a  number  of  ways. 

I'll  end  this  section  by  mentioning  one  other  Immediate  concern— Farmers 
Home's  efforts  to  improve  Its  services  to  Native  Americans.    We  are  preparing 
to  announce  the  appointment  of  full-time  Indian  program  coordinators  in  States 
that  have  large  populations  of  Indians.    At  the  present  time,  part-time  Indian 
coordinators  are  serving  on  the  FmHA  State  office  staffs  in  43  States,  Includ- 
ing Alaska. 

In  an  effort  to  further  strengthen  Farmers  Home  programs  to  Indians,,  the 
agency's  national  Indian  coordinator,  a  full-time  employee  with  headquarters  in 
Washington,  met  here  this  past  February  with  all  of  the  agency's  Indian  coordi- 
nators to  emphasize  the  need  to  move  with  greater  momentum  and  determination 
in  making  our  FmHA  programs  more  readily  available  to  Native  Americans, 
particularly  to  the  often  neglected  reservation  Indians. 

Land  Use 

There  1s  a  growing  concern  about  the  wise  use  of  America's  land  resources 
for  all  purposes.    The  Department,  through  a  policy  statement  on  land  use 
signed  by  Secretary  Berg  land  on  December  14,  1977,  affirmed  Its  position  on 
land  use.    This  statement  recognizes  that  the  major  responsibility  for  land- 
use  policy,  planning,  and  regulations  rests  with  local  and  State  governments 
and  that  the  rights  and  responsibilities  of  landowners  and  operators  1n  making 
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land-use  decisions  must  be  recognized  1n  administering  Federal  programs. 

The  Department  has  stated  that  1t  Intends  to  coordinate  programs  that 
assist  in  meeting  the  national  needs  for  food,  fiber,  and  wood  production; 
community  and  rural  development;  and  environmental  protection.    These  Include 
financial  assistance  programs  and  research,  technical,  and  educational  activi- 
ties to  help  Individual  landowners  and  local  public  bodies  make  land-use 
decisions  consistent  with  local  and  national  objectives. 

A  departmental  land-use  committee  has  been  appointed  and  staffed  to  make 
recommendations  and  assist  the  Department  1n  meeting  Its  responsibilities.     The 
Department's  research,  educational,  technical  assistance,  and  financial  assis- 
tance program  personnel  located  at  the  Federal,  State,  and  local  levels  are 
being  encouraged  to  assist  Individuals  and  officials  with  land-use  planning  which 
promotes  the  best  use  of  our  land  and  other  natural  resources.     Department 
agencies  are  being  asked  to  review  their  programs  and  to  modify  their  pel  Ides 
to  ensure  consistency  with  the  Department's  land-use  policy.    Land  use  has  also 
been  one  of  the  major  discussion  topics  at  a  series  of  regional  meetings  for 
our  USDA  field  staff. 

Resource  Conservation  and  Development 

Carried  out  under  the  leadership  of  the  Soil  Conservation  Service,  the 
Resource  Conservation  and  Development  (RC&D)  program  has  a  1978  fiscal  year 
appropriation  of  over  $31  million.     The  program  provides  coordination  and 
technical  and  financial  assistance  in  Implementing  RC&D  area  plans  1n  178 
authorized  areas  covering  one-third  of  the  contiguous  land  area  of  the  United 
States.     These  178  areas  cover  nearly  1,200  counties,  with  3,145  sponsoring 
local  units  of  government.     Applications  for  an  additional  63  areas  are  awaiting 
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authorization.     RC&O  area  plans  are  carried  out  through  Installation  or  comple- 
tion  of  "measures"  which  are  Individual  projects  for  achieving  the  sponsors' 
goals  and  objectives.     Local  sponsors  complete  annually  an  average  of  1,800 
measures— 250  of  which  are  Installed  with  USOA  technical  assistance  and  guid- 
ance.    The  1,800  measures  represent  a  total  investment  of  $290  million  and 
generate  a  local  and  regional  income  of  $660  million. 

In  the  fiscal  year  1979  budget  request,  an  appropriation  of  $6,797,000 
was  Included  for  the  RC&O  program  to  fund  those  measures  or  projects  that  are 
under  construction.     The  current  resource  conservation  and  development  program 
is  proposed  for  redesign  beginning  in  FY  1979.     The  program  was  authorized  in 
1962  under  the  Food  and  Agricultural  Act  to  cooperate  with  Federal,  State, 
territorial,  and  other  public  agencies  and  local  nonprofit  organizations  in 
developing  plans  for  a  program  of  land  conservation  and  land  utilization  and  to 
assist  in  carrying  out  such  plans.     These  programs  were  to  be  carried  out  in 
areas  where  there  1s  a  need  to  accelerate  conservation,  development,  and  ' 
utilization  of  natural  resources;  improvement  of  the  general  economic  activity; 
and  enhancement  of  the  environment  and  standard  of  living.     We  are  concerned 
about  program  results,  particularly  1n<generating  measurable  economic  Impacts 
1n  its  current  form.     We  are  currently  developing  recommendations  for  the 
Secretary's  consideration  which  we  will  be  discussing  with  you  at  a  later  time. 

Rural   Fire  Protection 

The  Rural  Community  Fire  Protection  Program,  Title  IV  of  the  Rural 
Development  Act,  has  a  1978  fiscal  year  appropriation  of  $3.5  million.     No 
funds  were  requested  for  this  program  for  fiscal  year  1979.     The  Administration 
believes  that  States  and  communities  should  consider  using  revenue  sharing  funds 
or  other  local  resources  for  this  purpose,  augmented  by  such  existing  programs 
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as  Fanners  Home  community  facilities  loans,  surplus  property  assistance  from 
Forest  Service,  coomunlty  development  block  grant  aid  where  applicable,  and 
National  Fire  Prevention  and  Control  Administration  technical  assistance. 

In  the  Forest  Service  budget  request  for  fiscal  year  1979,  there  1s  a 
proposed  reduction  in  grants  to  States  under  the  program  of  cooperation  In 
forest  fire  control.  The  reduction  1s  from  $30  million  1n  fiscal  year  1978  to 
$26  million  in  1979.  The  $26  million  request  for  fiscal  1979  will  permit 
continuation  of  aid  to  the  States  in  wildfire  protection. 

Community  Forestry  Program 

The  Urban  and  Community  Forestry  Program  of  the  Cooperative  Forest 
Management  Program  was  initiated  in  fiscal  year  1978  with  an  appropriation  of 
$3.5  million.  Funds  have  not  been  included  for  this  program  in  the  fiscal  year 
1979  budget  request.  The  Administration  believes  that  additional  activities 
should  properly  be  reserved  to  the  States  and  communities  to  carry  on  at  a 
level  they  believe  to  be  appropriate. 

Extension  and  Research 


The  Department's  extension  and  research  programs  are  continuing  to  make 
major  contributions  1n  meeting  the  needs  of  rural  America. 

Extension,  for  example,  is  assisting  rural  people  1n  developing  their 
community  organizations  and  in  providing  a  link  with  the  numerous  technical 
resources  that  are  required  in  comprehensive  rural  development  efforts.  Extension's 
rural  development  education  programs  are  helping  local  officials  and  community 
leaders  to  more  clearly  identify  their  specific  rural  development  needs  and 
resources,  to  better  understand  possible  solutions  to  their  problems,  and  to 
formulate  action  plans  to  carry  out  their  decisions.  The  aim  1s  to  help  the  com- 
munity build  its  capacity  to  effectively  deal  with  Its  problems  and  opportunities. 
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Currently,  Extension  1s  providing  assistance  to  over  50,000  coumunlty 
development  projects  that  involve  approximately  2-1/2  million  citizens.    The 
major  focus  of  the  projects  and  the  supporting  education  program  Is  centered 
on  jobs,  economic  development,  housing,  and  community  services  and  facilities. 
Some  125,000  citizens  and  officials  are  also  being  provided  with  taxation 
and  local  government  operations  assistance. 

A  major  goal  1s  to  give  added  attention  to  Increasing  job  opportunities 
1n  rural  America  and  to  strengthen  local  units  of  government  and  their  planning 
capabilities.     A  special  thrust  Is  also  being  made  to  train  rural  leaders  and 
to  get  more  citizen  participation  1n  the  development  process.    Through  these 
efforts,  local  communities  should  be  better  able  to  resolve  their  development 
problems  with  their  own  leadership  and  their  own  resources.    When  outside 
resources  are  necessary,  they  should  be  able  to  make  better  use  of  the  Federal 
grant  and  loan  programs. 

Extension  also  provides  assistance  to  the  small  and  limited  resource 
fanners  1n  order  to  improve  their  farm  incomes  and  off- farm  job  opportunities, 
while  remaining  on  the  farm.     In  the  States  where  the  State  Extension  Services 
have  been  "extending  the  arm"  of  Extension  by  employing  paraprofesslonals  1n 
community  development  and  rural  development  programs,  assistance  1s  being 
provided  to  small  farmers  by  these  paraprofesslonals.     They  work  largely 
through  a  one-on-one  relation  with  low- Income,  small-scale  fanners  to  help 
them  with  small  technology  production,  management,  and  marketing.     In  Texas 
and  Missouri,  where  about  70  such  paraprofesslonals  are  employed,  participants 
in  the  program  have  Increased  the  quantity  of  output,  gross  sales,  and  net 
Income  from  their  farms.     In  dealing  with  small-scale  agriculture  problems  of 
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these  fanners,  the  paraprofesslonal  and  Extension  agent  also  help  the*  to 
acquire  off- farm  supplemental  opportunities. 

Other  examples  of  the  wide  range  of  Extension  assistance  Include  the 
following: 

e  An  economic  and  engineering  evaluation  of  alternative  water 
supplies  for  Callete,  Nevada,  conducted  by  Extension  resulted  In 
a  recommendation  that  the  community  Invest  $20,000  In  town  wells 
rather  than  $1  million  1n  a  spring  supply  15  miles  from  town, 
e  A  temporary  doctor  was  obtained  with  the  help  of  the  county 
Extension  agents  in  Roberta  County.  Georgia,  after  the  one  doctor 
1n  a  two-county  area  closed  his  office, 
a  In  New  York  during  the  past  year,  Extension  has  offered  "powers 
and  duties  of  local  officials"  courses  for  local  legislators  In 
26  counties.     Similarly,  Mississippi  Extension  has  provided -a 
5-day  training  school  for  tax  assessors  and  collectors, 
a  Some  3,015  business  and  industrial  development  projects  were 
assisted  by  Extension  1n  1977,  with  11  States  conducting  economic 
development  workshops  which  Included  a  self-study  course  developed 
by  Extension. 


In  addition  to  the  above  ongoing  Extension  work,  research  and  education 
activities  by  Land-Grant  Universities  have  been  Intensified  through  programs 
under  Title  V  of  the  Rural  Development  Act.    Land-6rant  Universities  of  the 
50  States  and  Puerto  Rico  have  supplemented  their  formula- funded  research  and 
education  programs  1n  rural  development.    Title  V  funds  have  assisted  citizens 
in  more  than  200  counties  in  42  states.     Nine  other  States  are  Involved  1n 
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projects  addressing  problems  on  a  statewide  basis.     The  problem  areas  range  from 
job  and  Income  creation  to  housing,  land  use,  local  government,  and  community 
facilities  and  services.    The  1979  budget  recommends  the  elimination  of  the  cate- 
gorical Title  V  funding  in  lieu  of  using  formula  funds  on  a  priority  basis.    We 
believe  categorical  funding  should  be  available  only  when  the  program  is  a  pilot 
or  demonstration  program.     In  cases  where  the  program  Is  ongoing  or  the  benefits 
to  be  derived  are  not  national  1n  scope,  the  program  should  compete  for  available 
State/Federal  cooperative  resources  on  a  priority  basis. 

Ongoing  rural  development  research  1s  supporting  the  Extension  function 
and  many  other  rural  development  activities  in  USDA  and  elsewhere.     For  example, 
1t  has  clearly  identified  the  potential  effectiveness  of  areawlde  planning  and 
delivery  of  services. 

At  present,  there  are  975  State  cooperative  research  projects  that  relate 
to  rural  development  research  that  Involve  about  360  scientist-years  of  work. 
These  projects  are  funded  through  the  Hatch  Act  and  Title  V  of  the  Rural 
Development  Act  and  are  conducted  at  the  State  Agricultural  Experiment  Stations. 
Research  1s  monitoring  the  "turnaround"  1n  population  growth  and  economic 
activity.     Significant  progress  1s  being  made  1n  Improving  the  kinds  and  quality 
of  Information  available  to  planners  and  decisionmakers  to  devise  more  effective 
computerized  Information  systems  and  to  relate  Information  to  major  present  and 
projected  Institutional  changes. 

Research  Is  also  responding  to  the  need  for  data  on  health  and  medical 
care,  education,  waste  disposal,  water  systems,  aging,  family  services,  and 
other  areas  crucial  in  rural  development. 

The  former  Agricultural  Research  Service  (now  the  Federal  Research  unit 
1n  the  new  Science  and  Education  Administration  of  USDA)  has  conducted  a  small 
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research  program  ($389,000)  over  the  past  several  years  (4  scientist-years) 
centered  at  the  Rural  Housing  Research  Unit  at  CI  ens  on.    Their  research  has 
been  directly  focused  on  the  conservation  of  energy  and  other  resources.     They 
are  designing  and  testing  methods  for  reducing  heat  loss  1n  dwellings  through 
more  effective  Insulation  techniques,  such  as  recessing  the  house  Into  a 
hillside.    They  are  also  working  to  perfect  a  low-cost*  easily  constructed 
solar  water  and  space  heating  system.    Conservation  of  building  materials  Is 
another  prime  concern  of  their  research.    The  1979  budget  request  terminates 
this  research  since  it  duplicates  research  programs  available  In  the 
Departments  of  Energy  and  HUD. 

There  1s  a  proposed  Increase  of  $3.5  million  in  the  FY  1979  SEA 
Federal  Research  budget  for  extramural  research  on  Improving  small-scale 
farm  production.    The  objective  of  this  research  Is  to  develop  and  field  test 
effective  mu Hi  cropping  systems  for  typical  small-scale  producers.    The - 
research  will  also  cover  maximizing  the  use  of  organic  residues;  developing 
insect  and  disease  res i stent  varieties;  and  developing  production  practices 
and  equipment  suitable  for  small-scale  farming  systems. 

The  Economics.  Statistics,  and  Cooperatives  Service  (ESCS)  also  carries 
out  a  program  of  research  on  economic,  social,  and  demographic  conditions  In 
rural  areas  and  factors  affecting  these  conditions.  Broadly,  this  research 
1s  organized  Into  areas  of  population  and  population  change,  rural  manpower. 
Incomes  of  rural  people,  health  and  education  in  rural  areas,  rural  housing, 
rural  State  and  local  government,  and  analyses  of  rural  economic  structures. 
The  objectives  of  the  research  are  to  provide  Information  on  current  conditions 
and  trends  in  rural  areas,  to  Identify  problems,  and  to  point  to  causes  of 
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those  problems  and  potential  solutions,  for  the  guidance  of  Federal  policymakers, 
State  and  local  decisionmakers,  and  other  affected  people. 

Two  projects  any  be  of  particular  Interest  to  this  Committee.  One  1s  a 
project  1n  western  Oklahoma  In  which  a  team  of  Federal  and  State  research  and 
extension  workers,  under  ESCS  leadership,  has  been  working  with  local  decision*: 
makers  to  try  to  develop  techniques  which  can  be  applied  at  the  local  level 
without  benefit  of  trained  economists  to  help  analyze  alternative  solutions  to 
local  problems.  For  example,  when  one  county  faced  the  prospect  of  losing 
their  private  ambulance  service,  the  team  developed  techniques  for  analyzing 
costs  of  alternative  ways  of  providing  public  ambulance  service  and  likely 
revenues.  The  analysis  was  used  by  the  county  board  to  develop  new  ambulance 
service,  but  more  importantly,  the  team  packaged  the  analysis  1n  a  "do-it- 
yourself"  format  and  the  bulletin  has  been  widely  used  by  other  local  governments 
throughout  the  6reat  Plains. 

A  team  of  ESCS  economists,  with  EPA  cooperation,  are  presently  engaged  1n 
a  sizable  project  to  estimate  the  Impacts  of  coal  development  1n  the  northern  . 
Great  Plains  on  people  and  communities.  The  large  deposits  of  low  sulfur  coal 
1n  this  region  are  likely  to  result  1n  greatly  expanded  mining  activity,  In 
areas  of  very  sparse  population.  The  project  1s  trying  to  find  better  ways  to 
estimate  the  Impact  of  this  development  on  population,  Income,  and  employment, 
as  well  as  the  revenues  of  the  various  State  and  local  units  of  government  and 
the  likely  demands  on  them  for  expanded  services. 

In  a  continuing  effort  to  make  research  results  available  to  policy  and 
decisionmakers  at  .the  .federal,  State,  and. local  levels,  the  Economic 
Development  Division  of  ESCS  Is  experimenting  with  a  research  review  entitled 
Rural  Development  Perspectives.  The  purposes  of  this  publication  are  to 
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translate  the  results  of  varied  social  science  research  into  timely,  Interesting, 
and  understandable  Information  useful  In  the  formulation  of  rural  development 
policy,  and  to  point  out  and  discuss  the  policy  Implications  of  social  science 
research  on  rural  people  and  communities.  A  late  summer  publication  date  Is 
anticipated  for  the  first  Issue. 

Work  Is  also  currently  being  expanded  In  the  area  of  rural  credit.  At 
present,  emphasis  Is  on  accumulating  the  basic  understanding  of  conditions 
necessary  to  begin  to  estimate  the  rural  credit  situation  and  to  analyze 
problems.  A  budget  Increase  requested  for  FY  1979  would  permit  further 
expansion  of  this  work,  as  well  as  some  expansion  of  work  on  rural  manpower. 

The  above  statements  referring  to  appropriations  lead  me  to  say  now  that 
I  have  been  asked  many  times,  "Why  did  you  cut  this  or  that  program  out  of  the 
budget?"  My  answer  1s  simple  and  direct.  When  the  budget  pie  was  sliced,  we 
simply  did  not  have  enough  money  to  do  all  the  things  we  wanted  to  do.  So  I, 
like  the  other  USQA  assistant  secretaries,  cut  back  those  programs  where  we 
felt  the  effect  would  be  least  harmful  and  not  because  we  did  not  like  the 
programs.  For  example,  contrary  to  what  some  may  think,  my  actions  with  regard 
to  the  Section  111  program  de  not  signal  my  lack  of  appreciation  of  the  need 
for  rural  development  planning  and  management  capability.  On  the  other  hand, 
until  we  consolidate  our  planning  requirements  and  resources.  It  doesn't  make 
much  sense  to  me  to  fight  to  the  death  for  what  in  effect  wouTd  be  just  another 
chip  on  the  pile.  Just  last  month  a  governor  complained  to  me  that  his  people 
had  to  prepare  70  different  "comprehensive"  plans  1n  order  to  participate  In 
key  Federal  categorical  programs,  and  even  worse  he  said,  "when  you  put  all 
these  plans  together,  you  still  don't  have  a  comprehensive  plan!"  The  Presi- 
dent's reorganization  project  team  Is  well  aware  of  this  fragmentation  and  Is 
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actively  looking  for  ways  to  consolidate  planning  requirements  and  resources 
that  will  take  Into  account  the  differing  social,  economic,  and  topographic 
situations  found  1n  rural  areas.    So  rather  than  keep  "throwing  chips  on  the 
pile,"  I  for  one  support  the  reorganization  project  team's  efforts  to  make  some 
sense  out  of  the  "chips"  already  on  the  pile,  and  thus  I  would  not  want  to  add 
another  one  at  this  time. 


31-625  O  -  78  -  31 
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Now,  I  would  like  to  address  question  3  on  the  leadership  and  coordination 
mandate  of  the  Rural  Development  Act.  (Specifically,  you  asked:  With  respect 
to  the  leadership  and  coordination  mandate  of  Section  603  of  the  Rural 
Development  Act  of  1972.  what  has  been  vour  experience.  In  Unas  of  successes 
and  problems  In  working,  both  within  the  Department  of  Agriculture  as  well  as 
with  other  Federal  departments  and  agencies  and  with  State  and  local  governments?) 

A  variety  of  approaches  have  been  used  since  1972  to  try  to  fulfill  the  603 
mandate.  As  we  understand  it,  the  previous  Administration  relied  primarily 
upon  Information  dissemination  and  exchange,  training,  task  force  representation, 
monitoring  of  meetings,  and  other  nonpollcy  mechanisms  to  effect  coordination 
at  the  program  level.  Laudable  efforts  here  Include  the  National  Rural  Development 
Leadership  School  and  the  Federal  Assistance  Programs  Retrieval  System.  At 
the  policy  level,  the  notable  step  was  the  creation  of  the  Interdepartmental 
Assistant  Secretaries  Working  Group  for  Rural  Development.  However,  It  appears 
that  this  group  was  not  put  to  very  much  use.  We  suspect  that  the  Assistant 
Secretaries  Working  Group  never  became  a  viable  force  because  of  the  lack  of 
a  rural  development  emphasis  1n  the  Department  at  that  tlma. 

Another  reason  that  execution  of  Section  603  was  a  problem  probably  stems 
from  the  fact  that  responsibility  for  the  leadership  and  coordination  mandate 
was  left  up  to  a  very  small  staff  group  (the  Rural  Development  Service)  which 
was  burled  1n  a  large  department  that  apparently  had  little  commitment  to 
overall  rural  development. 

At  the  State  and  local  level,  where  603  also  calls  for  coordination,  the 
Rural  Development  Service  had  little  1f  any  systematic  contact  with  State  and 
local  government.  A  number  of  representatives  of  State  and  local  government  did 
participate  In  the  national  Rural  Development  Leaders  School,  but  there  was  no 
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formal  Institutionalized  relationship  between  RDS  and  State  and  local 
governments.  Another  avenue  for  this  could  have  been  the  State  rural  development 
committees,  but  only  a  limited  number  of  these  had  representatives  from  State 
and  local  governments. 

The  State  rural  development  comml ttees vand  also  the  USD A  National  Rural 
Development  Committee  presented  the  opportunity  for  intracjepartmental  coordination, 
but  here  again  1t  appears  that  success  was  elusive.  I  think  this  was  probably 
because  of  the  lade  of  well-defined  practical  issues  or  problems  of  mutual  ^ 
concern  that  could  be  brought  before  these  groups  for  cooperative  action. 

Farmers  Home— where  staff  responsibility  for  603  1s  now  lodged— has  also 
had  suprlsingly  few  institutionalized  contacts  with  State  and  local  governments, 
although  1t  has  extensive  operating  experience  at  the  State  and  local  levels. 
Therefore,  1t  must  be  said  that  we  still  lack  much  direct  experience  exercising 
the  603  mandate  with  State  and  local  government. 

We  see  the  Area  Development  Assistance  Planning  Grant  Program  as  an 
opportunity  to  establish  linkages  with  the  many  types  of  governmental  and  non- 
governmental organizations  Involved  in  representing  the  diverse  interests  of 
rural  America.  Furthermore,  since  we  are  stimulating  grant  applications  from 
a  cross  section  of  the  wide  variety  of  organizations  determined  to  be  eligible 
applicants,  this  year's  funding  of  Section  111  will  provide  us  with  an  opportunity 
to  learn  more  about  the  various  approaches  to  rural  development  planning. 

Based  upon  what  we  have  learned  from  examining  the  experiences  of  the  past, 
the  views  of  others,  and  our  own  interpretation  of  603,  we  are  taking  steps  to 
engage  the  Federal  Government  as  well  as  State  and  local  governments  in  Section 
603  1n  two  ways: 
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1.  By  helping  then  resolve  specific  problems  stealing  fro* 
a  lack  of  Interagency  coordination. 

2.  By  Involving  then  In  the  policy  development  process. 

We  are  seeking  out  the  most  pressing  of  the  many  problems  needing  solutions 
and  assigning  them,  as  1t  were,  for  resolution  to  the  various  coordinating  bodies 
that  have  1n  the  past  primarily  simply  discussed  them,  and  even  then  In  a 
nonfocused,  non-problem-orlented  manner. 

For  example,  the  USDA  national,  State,  and  local  committee  system, which 
has  been  in  existence  for  over  4  years,  has  been  given  the  task  of  coordinating 
the  Department's  home  weather1zat1on  program,  and  1n  most  States,  an  excellent 
job  Is  being  done. 

As  another  example,  on  Monday,  the  Assistant  Secretaries  Working  Group  was 
asked  to  undertake  a  series  of  problems  in  urgent  need  of  solution.  The  task 
approach  will  be  used  to  get  at  specific  problems  Involving  needed  changes  1n 
programs  and  policies  that  the  group  1s  Identifying. 

Another  very  pressing  target  of  opportunity  that  we  are  currently  addressing 
1s  the  Inadequate  rural  data  base,  discussed  1n  my  response  to  question  4.  An 
additional  one  1s  the  need  to  make  Federal  rural  development  actions  more 
responsive  to  local  needs  while  at  the  same  time  encouraging  local  and  State 
resources  to  be  more  responsive  to  Federal  priorities,  as  I  discussed  earlier 
and  as  will  be  explained  more  fully  1n  my  response  to  question  6. 

Our  policy  coordination  staff— which  we  have  learned  must  be  staffed  with 
experts  In  fuctlonal  program  areas— has  been  directed  to  Identify  other  targets 
of  opportunity  and  to  work  with  those  agencies  Involved  until  agreement  1s 
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reached.    Thus,  1n  contrast  to  the  past  unfocused  rural  advocacy  work,  largely 
carried  out  through  monitoring  of  meetings  and  participation  on  dozens  of  task 
forces,  we  are  selecting  problem  areas— what  we  have  called  targets  of  oppor- 
tunity—where action  can  be  taken  now. 

In  sum,  in  designing  a  process  to  give  meaning  to  Section  603,  we  have 
come  to  the  conclusion  that  coordination  1s  no  substitute  for  working  on 
urgent  problems  1n  need  of  solution. 

In  an  effort  to  learn  more  about  how  we  might  best  carry  out  the-  leader- 
ship and  coordination  mandate,  we  commissioned  the  National  Association  of 
Public  Administration  to  convene  a  group  of  Individuals,  knowledgeable  and 
experienced  in  the  problems  of  coordination  within  the  Executive  Branch  of  the 
Federal  Government,  to  share  their  experiences  with  us.     The  proceedings  of 
that  conference  are  attached  as  Appendix  A  to  our  testimony. 

In  addition,  we  have  attached  as  Appendix  B  a  paper  on  coordination 
prepared  by  some  of  our  staff  who  are  involved  in  coordination  on  a  day-by-day 
basis. 


Digitized  by 


Google 


482 

Q.4-1 
Strengthening  the  Rural  Pita  Bast 

I  would  like  to  move  on  to  the  pressing  problem  of  the  rural  data  base.     I 
will  try  to  be  as  responsive  as  possible  to  your  concerns  1n  question  4.     (This 
question  reads  as  follows:    *fi*t  i<  th»  tiXnl  ""*  «*»»■■•  af  r  Bhlf  innpti 
ted  with  the  accumulation  of  accurate  and  valid  e^mpjlc*  rf— nyrapMr.  »nA 
Federal  outlays  data  and  analysis  for  rural  axMfi  awd  *"•  — <ftr  P*i«rai  prrym 
which  may  or  may  not  adequately  Impact  on  rural  areas?    What  alternatives 
represent  possible  solutions  to  the  data  and  analysis  problem?    what  are  vmir 
plans  for  addressing  this  problem?    Do  you  feel  Section  603  gives  you  sufficient 
authority  to  accomplish  what  1s  needed?    If  not,  what  changes  »«H d  fr*  raouir»d?l 

The  Federal  Government  produces  a  wide  variety  of  social  and  economic  data. 
When  one  comes  to  monitoring  the  progress  of  rural  development  or  planning  and 
administering  rural  development  programs,  however,  these  data  are  surprisingly 
short  of  the  mark.    The  data  do  not  cover  all  the  needed  subjects.    Uhen  they 
do,  the  definitions  and  concepts  used  are  often  Inappropriate  for  rural  areas, 
or  the  data  cannot  be  disaggregated  to  portray  the  wide  range  of  rural  conditions. 
Finally,  there  are  timing  problems. 

Coverage 

There  are  major  gaps  1n  coverage.     The  U.S.  statistical  system,  for 
example,  provides  relatively  poor  data  on  interregional  flows  of  funds  for 
Investment.     If  those  data  are  poor,  however,  data  to  provide  estimates  of 
sources  of  Investment  funds  used  for  nonfarm  purposes  in  rural  areas  are 
virtually  nonexistent.     Yet  these  data  are  critical  for  forming  judgments 
about  the  need  for  special  rural  development  banks  and  other  financial  Insti- 
tutions to  promote  rural  development. 


Digitized  by 


Google 


483 

Q.4-2 
Other  data  shortages  make  It  hard  to  Interpret  the  Information  we  already 
have.     For  example,  we  have  no  reliable  basis  on  which  to  compare  the  cost  of 
living  1n  rural  and  urban  areas.     As  a  result,  no  one  1s  quite  sure  how  to 
Interpret  the  Income  differences  that  we  observe.     Rural  people  have  lower 
Incomes  on  the  average.     To  what  extent  do  they  also  pay  lower  prices?    Some 
observers  argue  that  these  price  differentials  are  large  and  that  the  Income 
problem  among  rural  Americans  1s  grossly  overstated.    Our  suspicion  1s  that 
the  living  cost  differences  are  not  nearly  so  large  as  many  people  believe. 
But  no  one  has  the  necessary  facts  to  decide  the  Issue. 

Even  more  frustrating  are  Instances  in  which  data  shortages  result  from 
decisions  by  other  Federal  agencies  about  how  to  release  data  they  have.     Often, 
residence  designation  1s  foregone  1n  favor  of  factors  more  useful  to  other 
clients.     For  example,  the  public  use  version  of  the  recent  survey  on  Income  and 
employment  conducted  by  the  Bureau  of  the  Census  did  not  Include  designations  of 
smaller  SMSA's  or  of  nonmetropol 1  tan  areas. 

A  more  basic  problem  is  the  lack  of  output-oriented  statistics.     Although 
Federal  rural  development  programs  have  the  ultimate  objective  of  improving 
rural  life,  we  have  few  Indicators  of  how  rural  people  view  their  quality 
of  life.    As  a  result,  we  can  measure  progress  only  indirectly— 1n  terms  of 
numbers  of  houses  built,  for  example.     We  have  no  way  to  measure  how  much 
better  off  people  feel  they  are  as  a  result  of  the  new  houses.     This  also 
hampers  allocating  funds  among  programs.     There  is  not  way  to  judge  whether 
new  fire  stations  would  make  more  contribution  to  rural  living  than  new 
nursing  homes,  to  cite  one  example. 
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Many  of  the  available  data  sources  suffer  fro*  conceptual  and  definitional 
problems  which  limit  their  usefulness.     Consider,  for  example,  the  Community 
Services  Administration's  Federal  Outlays  Reports  on  Federal  spending  in  county 
areas  and  the  Office  of  Management  and  Budget's  Catalog  of  Federal  Domestic 
Assistance,  which  describes  over  1,000  assistance  programs.    Neither  1s 
entirely  comprehensive,  and  in  fact  the  two  reports  extend  to  different  ranges 
of  programs.     For  this  reason,  and  also  because  the  two  sources  often  define 
individual  programs  somewhat  differently,  they  are  not  fully  compatible  with 
each  other.     Nor  are  they  easily  matched  with  other  Information  sources  such 
as  the  Federal  budget  or  statistical  series  prepared  by  the  Treasury  Department 
or  the  Census  Bureau.     They  are  not  always  Internally  consistent  in  their 
treatment  of  Individual  programs  over  time. 

Another  example  involves  the  unemployment  statistics.    A  part-time  farmer 
may  be  dependent  on  a  n on farm  job  for  his  main  income.     If  he  1s  laid  off  from 
that  job  during  the  season  when  there  is  fieldwork  to  be  done  on  his  farm 
though,  he  may  not  be  counted  as  unemployed  at  all.     The  unemployment  rates  1n 
rural  areas  are  further  distorted  by  the  fact  that  self-employed  workers  and 
unpaid  famiHy  labor— who  are  seldom  unemployed— are  Included  in  the  labor 
force  used  as  the  demonlnator  of  the  unemployment  rate.    Since  these  workers 
constitute  roughly  twice  as  large  a  part  of  the  labor  force  In  nonmetro  areas, 
the  unemployment  rate  is  understated  relative  to  metro  areas. 

Aggregation 

Surveys  often  are  conducted  to  yield  national,  regional,  or  even  State 
estimates,  but  with  a  sample  design  which  precludes  disaggregating  to  provide, 
data  for  rural  or  nonmetropolltan  areas.     If  a  city  of  a  million  population 
fails  to  respond  to  a  sewer  survey,  the  results  could  materially  Influence  the 
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national  total  and  the  statistics-gathering  agency  will  make  every  effort  to 
get  a  response.     If  a  village  of  1,000  falls  to  respond  to  the  same  survey,  1t 
1s  much  easier  to  let  it  go.     Those  results,  after  all,  are  not  likely  to 
Influence  the  reliability  even  If  the  State  totals  vary  much.    But  1f  your 
Interest  Is  in  assessing  needs  for  a  Farmers  Home  Administration  sewer  program, 
those  are  exactly  the  communities  you  are  Interested  in  and  the  sample  quickly 
gets  to  be  too  thin  to  support  any  conclusions  about  sewer  needs  1n  rural  areas 
of  the  State.     In  other  words,  many  of  the  surveys  which  produce  our  wealth  of 
statistical  Information  were  never  designed  to  provide  separate  estimates  for 
conditions  in  rural  areas,  and  they  will  not  support  such  estimates.    Consider- 
able efforts  are  made  to  obtain  data  on  housing  in  the  United  States  and  in 
metropolitan  centers.     But  the  same  surveys  will  not  provide  reliable  data  on 
small  towns  within  a  given  State. 

To  cite  one  further  example,  the  Federal  outlays  data— much  of  which  Invol- 
ves estimates  of  county  level  expenditures— often  are  not  accurate  enough  to 
support  valid  conclusions  about  the  flow  of  funds  to  local  areas.    The  major 
problems  involve  military  contracts,  Postal  Service  spending,  and  C1v1l  Service 
retirement  benefits,  but  many  smaller  programs  are  affected  as  well. 

Timing 

Another  set  of  problems  involve  timing.     Many  kinds  of  data  about  nonmetro 
politan  areas  are  available  only  once  every  10  years  1n  the  decennial  census. 
If  FmHA,  in  1978,  were  to  allocate  funds  for  a  program  on  the  basis  of,  say, 
each  State's  1970  number  of  households  1n  the  areas  legally  serviced  by  that 
FmHA  program,  States  in  which  the  number  of  households  has  been  growing  would 
complain,  and  with  justification.    But  the  agency  often  has  no  alternative  which 
would  produce  a  better  allocation. 
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Researchers  trying  to  shed  light  on  underlying  relationships  that  Influence 
economic  development  often  find  a  little  different  version  of  this  problem.  They 
may  find  that  they  have  to  relate  population  or  Income  data  from  the  1970  Census 
to  local  government  expenditure  data  from  the  1972  Census  of  Governments  and 
other  types  of  data  from  a  1974  special  survey  taken  by  HEM  or  another  Federal 
agency.  For  some  purposes,  these  differences  are  not  serious,  but  for  others 
they  may  be  serious  enough  to  make  reliable  work  Impossible. 

Improvements  In  this  situation  will  not  come  easily.  In  miny  Instances* 
the  resources  available  for  data  collection  and  analysis  have  been  so  Inadequate 
that  the  first  step  needed  Is  some  careful  research  to  bring  out  the  basic 
characteristics  of  the  problem  and  of  the  Institutions  that  affect  It,  1n  order 
to  permit  adequate  survey  design.  A  good  example  1s  nan farm  credit  In  rural 
areas.  ESCS  received  a  small  appropriation  for  this  work  In  FY  1978  and  has 
requested  somewhat  more  funds  for  FY  1979.  These  funds  are  being  used  to  get  a 
better  understanding  of  the  characteristics  of  the  various  lending  Institutions 
operating  In  rural  areas.  Only  with  that  Information  In  hand  would  1t  be  possi- 
ble to  design  useful  surveys.  Similarly,  It  would  be  highly  desirable  to  have 
continuing  Information  on  differences  in  living  costs  between  rural  and  urban 
areas.  However,  some  developmental  work  will  be  needed  before  a  major, 
continuing  survey  would  be  feasible.  There  are  conceptual  problems  In 
comparing  living  costs  which  need  to  be  Ironed  out.  In  short,  remedying  these 
data  Inadequacies  will  be  neither  easy  nor  cheap. 

Efforts  to  Address  Data  Problems 

A  need  to  develop  a  more  adequate  rural  data  base  was  Identified  In  the 
Rural  Development  Policy  Issues  Study  submitted  by  USOA  to  ONB  In  October  1977. 
At  present,  the  data  base  1s  grossly  Inadequate:  (1)  for  assessing  conditions 
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in  rural  areas;  (2)  for  relating  to  the  perceived  needs  of  rural  people;  (3) 
for  determining  future  funding  requirements;  and  (4)  for  monitoring  the  effec- 
tiveness of  the  delivery  of  Federal  programs. 

USDA  is  taking  a  leadership  role  1n  development  of  an  adequate  rural  data 
base.  In  seeking  to  Improve  the  rural  data  base  for  policy  formulation  and 
implementation,  we  are  starting  by  strengthening  the  FmHA  information  management 
capability. 

•  Building  on  the  design  of  a  program  information  system  developed  by 
the  System  Development  Corporation  for  FmHA,  we  are  moving  rapidly 
to  implement  a  computer-based  system  for  handling  information  and 
analysis  of  all  FmHA  transactions.  When  fully  operational,  the 
system  will  result  1n  at  least  $30  million  in  savings.  It  will 
also  permit  Improved  supervision  and  counseling  of  borrowers. 

•  To  improve  capacity  to  determine  relative  need  among  counties  and 
States,  FmHA  has  contracted  with  the  Bureau  of  Census  to  develop 
an  experimental  needs -assessment  technique. 

•  Currently,  FmHA  1s  analyzing  the  scope  and  character  of  a  community 
facilities  study  that  we  anticipate  would  be  undertaken  with  the 
cooperation  of  other  departments  and  agencies  and  on  an  experi- 
mental basis  with  selected  States. 

Valid,  reliable,  and  timely  program  data  are  essential  for  the  management 
of  a  single  agency  such  as  the  Fanners  Home  Administration,  but  in  the  light  of 
USDA's  Section  603  responsibilities,  such  data  are  equally  essential  with  respect 
to  a  number  of  Federal  agencies  whose  programs  have  a  significant  rural  development 
impact. 

Data  requirements  are  diverse.  They  vary  with  the  purposes  being  sought, 
the  level  of  decisionmaking,  and  the  type  of  data  considered  to  be  most  relevant. 
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Data  are  needed  for  three  main  purposes.  First,  data  are  needed  for  policy 
formulation  and  budget  justification.  Second,  data  are  needed  for  program 
direction,  for  the  allocation  of  resources  among  program  elements  and  geographic 
units.  Third,  data  are  needed  for  program  evaluation;  that  1s,  for  monitoring 
field  performance. 

Oata  organized  and  analyzed  In  different  nays  are  also  required  to  serve 
the  diverse  needs  of  the  various  levels  within  the  Federal  system— national , 
State,  and  local  governments. 

Finally,  four  main  types  of  data  are  needed:  (1)  economic  and  demographic 
data  to  establish  an  equitable  basis  for  congressional  and  Executive  Branch 
policy  formulation  and  budgetary  justification;  (2)  physical  and  special  data 
with  respect  to  the  adequacy  of  facilities  and  service  as  measured  against  some 
agreed-upon  standard;  (3)  opinion  and  attitude  data  that  help  to  shed- light  on 
needs  and  priorities  as  perceived  by  the  populations  to  be  served;  and  (4) 
programatlc  data  that  provide  systematic  feedback  on  the  Impact  and  effective- 
ness of  programs  that  are  relevant  to  development. 

USOA  Is  taking  the  Initiative  In  a  four-part  program  to  Improve  the  rural 
data  base  for  policy  formulation  and  program  Implementation.  In  developing  the 
program,  the  cooperation  of  other  Federal  agencies  and  the  States  1s  being  sought. 

The  first  step  1s  the  preparation  of  detailed  specification  of  needs  and 
requirements  for  a  rural  data  based  system.  When  the  specifications  have  been 
agreed  upon,  an  R.F.P.  will  be  Issued  for  the  design  of  the  system.  One  element 
of  the  system  will  be  a  comprehensive  policy  management  data  base  for  FmMA.  A 
USOA  Interagency  group  has  been  established  to  prepare  the  Initial  draft 
specifications.  Subsequently,  It  will  be  reviewed  by  the  Assistant  Secretaries 
Working  Group  .for  Rural  Development. 
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Second,  an  interdepartmental  rural  data  group  reporting  to  the  Assistant 

Secretaries  Working  Group  will  address  on  a  continuing  basis  the  problem  of 
strengthening  the  rural  data  base.  Many  agencies  throughout  government— partic- 
ularly those  in  the  Departments  of  Commerce,  Labor,  HUO,  and  HEW- -collect  data 
on  subjects  of  interest  for  analysis  of  rural  problems.  Many  of  these  surveys, 
however,  do  not  provide  adequate  separate  data  for  nonmetropol 1  tan  or  rural  areas. 
Needed  are  more  adequate  means  of  communicating  the  need  for  these  data  and 
encouraging  the  agencies  to  modify  their  data  collection  plans  to  provide  the 
data.  The  rural  data  group,  If  it  is  to  be  effective,  will  require  that  a 
sizable  appropriation  be  available  to  the  USDA  representatives  to  assist  in 
paying  extra  survey  costs  involved  in  developing  adequate  rural  data. 

One  of  the  Initial  tasks  of  the  interdepartmental  group  will  be  to  suggest 
ways  to  Improve  the  validity  and  reliability  of  the  Federal  program  outlays 
data.  Historically,  these  data  have  shown  a  distinct  urban  bias  in  the  impact 
of  many  Federal  programs.  However,  reliance  on  the  data  as  a  basis  for  correc- 
tive action  has  been  weakened  by  assertions  with  respect  to -their  unreliability. 

Third,  State  and  local  governments,  as  they  have  become  increasingly 
concerned  with  growth  and  development,  have  increasingly  come  to  have  a  vital 
stake  in  better  data  for  planning  and  decision  purposes.  To  address  their 
needs,  joint  Federal-State  experiments  in  rural  data  collection  and  use  are 
being  planned.  Currently,  FmHA  is  studying  the  feasibility  of  Federal -State 
cooperation  in  the  collection  and  analysis  of  community  facilities  status 
information. 

Fourth,  to  overcome  known  gaps  in  the  existing  information  with  respect 
to  rural  people  and  communities,  adequate  provision  must  be  made  for  special 
surveys  and  analyses.  Funding  of  this  work  ought  to  be  through  an  appropriation 
to  agencies  directly  responsible  for  research  on  rural  conditions,  to  ensure 
that  the  needed  research  and  institutional  background  is  available  for  designing 
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the  surveys  and  for  the  objective  analyses  of  the  data.    However,  the  surveys 
should  be  carried  out  through  agreement  with  existing  Federal  or  private  survey 
agencies. 

When  feasible,  this  work  aright  Involve  the  reana lysis  from  a  rural  perspec- 
tive of  data  collected  for  other  purposes.     (For  example  •  a  ream  lysis  of  a  HUD 
7JXX)  Interview  survey  conducted  by  Louis  Harris  Associates  Is  contemplated.) 

More  commonly,  1t  would  Involve  baseline  or  special  surveys  conducted  to 
meet  a  well-defined  rural  development  policy  or  program  need. 

In  summary,  both  the  Department's  broad  603  responsibilities  for  rural 
development  coordination  and  the  major  rural  development  operating  responsibili- 
ties of  FmHA  require  a  broad,  resource- In tensive    effort  to  Improve  the  rural 
data  base  for  policy  formulation  and  program  Implementation.    A  number  of  other 
Federal  departments  will  also  benefit  from  such  Improvement.    As  a  measure  of 
the  Department's  commitment  to  the  Importance  of  the  data  problem,  FmHA '1s 
preparing  to  allocate  up  to  $3  million  out  of  this  year's  funds  to  the  various 
elements  of  the  rural  data  base  program. 
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I  would  now  like  to  address  your  question  5,  on  the  RDS-FmHA  merger 
(You  asked:  With  respect  to  the  merging  of  the  Rural  Development  Service 
with  Farmers  Home  Administration,  how  do  you  see  that  this  will  strengthen 
your  ability  to  carry  out  the  leadership  and  coordination  mandate  of  Section 
603?  Within  FmHA?  Within  USDA?  Within  the  Executive  Branch  of  the  Federal 
Government?  With  State  and  local  governments?  In  what  respects  might  the 
merger  tend  to  weaken  your  effectiveness  with  regard  to  Section  603?) 

I'll  briefly  discuss  the  purpose  of  the  merger  and  the  several  ways  in 
which  the  new  structure  will  Improve  the  effectiveness  of  the  FmHA  operation 
and  strengthen  the  Department's  capacity  for  exercising  the  executive-wide 
coordination  role  mandated  by  Section  603  of  the  Rural  Development  Act.  A 
number  of  factors  led  to  the  decision  to  merge  these  two  agencies.  Some  are 
symbolic,  but  nevertheless  very  Important,  and  some  are  functional. 

A  primary  motivation  of  the  merger  was  to  signal  an  emphasis  on  rural 
development  within  the  Department.  In  this  respect,  the  proposed  change  of  the 
name  to  Farm  and  Rural  Development  Administration  1s  not  Insignificant.  It 
signals  several  important  changes  of  emphasis,  especially  When  one  considers 
that  Farmers  Home  oversees  the  Department's  major  economic  and  community 
development  programs.  First  of  all,  1t  signals  not  only  that  rural  development 
has  a  substantial  nonfarm  component,  but  also  that  efforts  to  strengthen  the 
family  farm  and  living  conditions  of  farm  people  are  aspects  of  rural  development; 
and  it  implies  the  need  to  integrate  activities  for  each  into  mutually  reinforcing 
sets  of  strategies.  Second,  1t  signals  both  Internally  to  the  Department  and 
externally  that  rural  development  has  become  a  primary  operational  responsibility 
of  the  Department. 
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The  merger  of  ROS  and  FmHA  also  has  symbolic  significance  when  one  keeps 
in  mind  the  major  new  thrust  and  recent  Internal  reorganization  of  ROS. 
First  of  all,  1t  signals  that  the  rural  development  policy  planning  and 
coordinating  responsibilities  assigned  to  the  Secretary  by  Section  603  are 
not  being  taken  lightly,  because  they  will  be  used  to  guide  the  major  rural 
development  programs  of  the  Department  and  to  coordinate  then  with  other 
Federal  agencies. 

Secondly,  it  signals  an  understanding  on  the  part  of  the  Department 
that  the  credit  tools  available  in  Fanners  Home  programs  need  to  be  considered 
in  proper  relation  to  the  total  array  of  Federal  programs  which  serve  the 
farm  family,  the  rural  nonfarm  family,  and  rural  community  development. 
Finally,  it  signals  a  recognition  on  the  part  of  the  Department  that 
Investment  tools  are  and  must  be  a  major  tool  of  rural  development  and 
that  there  is  a  need  to  examine  whether  the  current  programs  of  Fanners' 
Home  provide  a  wide  enough  range  of  investment  opportunities  to  assist  In 
meeting  the  needs  of  rural  areas. 

Those  symbolic  motivations  are  paralleled  by  solid  functional  reasons  for 
the  merger.  Farmers  Home  has  been  criticized  for  many  years  about  the  lack 
of  direction  and  concerted  effort  toward  clearly  established  objectives,  about 
the  lack  of  coordination  among  its  own  programs,  and  about  the  lack  of  coordination 
of  Its  efforts  with  o.ther  Federal  agencies.  These  deficiencies  1n  large  part 
can  be  traced  to  weaknesses  in  the  national  policy  process  which  Section  603 
addresses.  No  other  agency  in  the  Department  1s  so  dependent  upon  the  sucessful 
accomplishment  of  the  policy  and  strategy  mandates  of  Section  603.  A  rational 
rural  Investment  strategy  depends  on  clarity  about  and  agreement  on  rural 
development  goals  and  objectives.  Coordination,  either  Inter-agency  or  intra- 
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agency,  cannot  be  done  without  clearly  defined  objectives  and  clear  guidance  on 
strategic  targets.  Thus,  the  roles  and  functions  developed  by  RDS  to  Implement 
Section  603  are  needed  for  providing  proper  policy  development  and  coordination 
for  the  investment  programs  of  Farmers  Home. 

Moreover,  Farmers  Home  has  a  major  contribution  to  make  to  the  roles  and 
functions  required  by  Section  603.  The  Investment  tools  of  Farmers  Home  are 
Inevitably  a  core  element  of  any  rural  development  strategy.  Furthermore, 
Farmers  Home  Investments  will  Inevitably  be  a  part  of  most  Federal  coordination 
efforts.  For  example,  Farmers  Home  is  a  major  actor  in  rural  health,  since  a 
substantial  part  of  the  funds  expended  for  community  facilities  loans  are  for 
health  and  medical  care  facilities.  Thus,  Farmers  Home  is  in  a  position  to 
use  Its  funding  as  a  lever  to  induce  cooperative  actions  on  the  part  of  other 
agencies. 

Coordination  at  the  local  and  State  field  levels  is  equally  important. 
The  field  structure  of  Farmers  Home  provides  a  valuable  asset  in  decentralizing 
the  functions  of  Section  603  and  helping  build  the  rural  development  capacity 
of  State  and  local  governments.  The  reorganization  of  the  Farmers  Home  field 
structure  has  been  explicitly  designed  to  strengthen  the  ability  to  coordinate 
Federal,  State,  and  local  rural  development  activities.  Thus,  Farmers  Home  will 
be  able  to  work  with  other  agencies  at  all  levels  in  developing  balanced 
strategies  directed  toward  integrating  the  actions  of  different  kinds  of 
functional  programs. 

Finally,  there  are  specific  operational  and  administrative  benefits  to 
both  agencies  in  merging  RDS  and  FmHA  and  combining  policy  planning  and  management 
for  Fanners  Home  with  the  broader  policy  planning  and  management  responsibilities 
of  RDS.  The  data  gathering  and  analysis  efforts  of  the  Policy  Development 
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Unit  added  to  Farmers  Hone  will  serve  most  of  the  needs  for  a  policy  planning 
and  management  process  for  Farmers  Home.  The  institutional  and  organizational 
relationships  set  up  for  the  policy  planning  process  by  the  Policy  Development 
Unit  can  also  serve  the  needs  of  policy  planning  for  Farmers  Home.  The 
functional  specialists  of  the  Policy  Coordination  and  Training  Unit  added  to 
Fanners  Home  from  ROS  can  be  helpful  to  Fanners  Home  in  Identifying  opportuni- 
ties for  joint  planning  and  investment.  The  training  activities  and  expertise 
of  the  Policy  Coordination  and  Training  Unit  can  also  be  extremely  useful  to 
Farmers  Home  in  creating  a  field  staff  with  a  sophisticated  view  of  rural 
development  and  who  can  work  with  both  political  decisionmakers  and  policy 
managers  at  the  State  and  local  levels'- 

The  Rural  Development  Service's  Area  Development  Assistance  efforts  to  build 
policy  and  program  management  capacity  at  the  local  level  are  also  Important  to 
Fanners  Home,  1n  two  ways.  First,  the  plans  developed  through  such  efforts  will 
provide  guidelines  or  identify  opportunities  for  local  rural  development  invest- 
ments. And  second,  the  process  created  at  the  State  and  local  level  will  facili- 
tate our  coordination  efforts  with  State  and  local  officials. 

One  practical  implication  of  the  merger  1s  that  the  added  capabilities 
of  the  policy  development  and  coordination  staff  will  be  more  access able  to 
assist  the  Fanners  Home  management  in  developing  and  Implementing  coordinated 
rural  investment  policies  and  programs  to  carry  out  broader  rural  development 
objectives.  This  will  entail  developing  and  maintaining  a  rural  Investment 
goals  and  policy  formulation  process  to  provide  guidelines  for  Farmers 
Investments.  This  process  will  Include  efforts  to  develop  coordinated 
Investment  packages  at  the  State,  substate,and  local  levels  that  combine 


Digitized  by 


Google 


495 

•    Q.5-5 
various  Fanners  Home  activities  with  those  of  other  Federal  and  State  programs. 
Finally,  this  staff  will  provide  planning  and  evaluation  assistance  to  help 
Improve  FmHA  services. 

Now,  let  me  respond  to  the  last  component  of  your  question,  "In  what 
respects  might  the  merger  tend  to  weaken  your  effectiveness  with  regard  to 
Section  603?"    Some  people  feel  that  1t  1s  best  to  have  an  agency  that  1s 
exclusively  staff      to  help  me  carry  out  my  603  responsibilities.     The 
reasoning  1s  that  the  job  may  be  a  bit  easier  when  you're  not  associated 
with  operating  programs  to  administer  and  that  the  tendency  to  grind  your 
own  ax  for  those  programs  will  not  surface. 

However,  we  certainly  did  not  Intend  for  leadership  and  coordination 
to  be  weakened  when  we  merged  RDS  and  Fanners  Home.     We  do  not  see  any 
aspect  of  the  merger  as  weakening  the  strength  of  the  policy  development 
and  coordination  staff  to  help  me  carry  out  section  603. 

On  the  contrary,  we  firmly  believe  that  by  merging  the  overall  staff 
support  responsibility  for  rural  development  policy  development  and 
coordination  with  the  same  group  that  has  responsibility  for  the 
Department's  major  rural  development  Investment  resources  will  greatly 
strengthen  our  ability  to  carry  out  603.     For  example,  adding  policy 
development  to  hardware  resources  delivery  functions  enables  us  to  better 
leverage  those  resources  to  achieve  more  cooperative  efforts  Involving 
other  departments. 

And  I  feel  it  is  important  to  add  that,  after  all,  I  am  the  one  who 
1s  responsible  for  Section  603  and  for  determining  the  direction  that 
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Fanners  Hone  takes.  I  can  assure  you  of  my  commitment  to  603—  I  think  that 
1s  evident  throughout  this  testimony— and  thus  of  my  Intention  to  make  sure 
the  merger  serves  Section  603  to  the  greatest  extent  possible. 
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I  would  now  like  to  respond  to  question  6,  on  strengthening  State  and 
local  capability  In  rural  development.  (Specifically,  question  6  reads  as 
follows:  The  need  to  strengthen  the  capability  of  State  and  local  governments 
Is  becoming  Increasingly  recognized  as  being  central  to  effective  rural 
development.  Do  you  share  this  view  and.  If  so.  how  do  you  propose  to  proceed 

n  this  regard?  What  role  in  rural  development  do  you  envision  for  local 
area-wide  planning  agencies?  For  local  municipal  units?  For  county  goverments? 
For  Community  Action  Programs?  For  State  governments?  Qo  you  feel  that 
Federal  financial  incentives  are  necessary  in  promoting  this  effort?) 

Let  me  begin  by  emphatically  agreeing  that  this  Issue  1s  critical.  In  our 
Rural  Development  Policy  Issues  study,  we  said  there  are  certain  preconditions 
for  an  effective  nationwide  rural  development  effort.  Three  of  those  relate 
to  the  role  and  effectiveness  of  State  and  local  governments. 

The  first  of  these  three  needs  Is  for  clearly  Identified  local  and  State 
rural  development  priorities  and  strategies  to  which  USOA  and  other  Federal 
agencies  can  respond. 

The  second  1s  for  a  stronger  and  more  effective  State  and  local  government 
role  1n  rural  development.  This  1s  needed  to  engender  State  and  local 
strategies  which  can  provide  guidance  and  direction  for  the  effective  target- 
ing of  Federal  assistance  programs,  and  for  the  formulation,  Implementation, 
and  evaluation  of  Federal  policies,  strategies,  and  programs. 

A  third  precondition  is  the  systematic  Involvement  of  relevant  public  and 
consumer  interest  groups  and  the  private  sector  In  the  formulation  and  Implemen- 
tation of  rural  policies  and  strategies  at  tee  local*  State,  and  national 
levels,  and  the  existence  of  Intergovernmental  cooperative  planning  at  each 
level . 
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Our  study  emphasized  the  particular  Importance  of  a  much  stronger  State 
role  in  rural  development.  The  States  have  political,  administrative,  and 
constitutional  responsibilities  in  nonmetropolltan  program  planning,  develop- 
ment, and  administration.  Often,  only  State  governments  can  supply  the  planning 
and  technical  assistance  and  provide  the  governmental  reform  Initiatives 
required  to  strengthen  local  nonmetropolltan  governments  and  build  admlnlnl strati ve 
capability  into  them.  Our  study  also  emphasized  that  a  strong  State  role  1n 
rural  development  will  require  effective  leadership  by  the  governor  and  an 
adequate  State  policy  management  staff  to  work  with  State  agencies  and  outside 
groups. 

These  conclusions  are  strongly  supported  by  the  White  House  Conference 
on  Balanced  National  Growth  and  Economic  Development.  Similar  conclusions 
were  reached  in  a  study  on  economic  and  community  development  conducted  by  the 
National  Governors  Association  and  were  reflected  in  the  resolution  on  ' 
economic  and  community  development  passed  by  the  governors  at  their  February 
conference  and  in  their  proposed  Economic  Development  Program  Consolidation 
Act.  The  same  principles  for  realigning  the  roles  and  relationships  In  the 
Federal  system  were  also  reconglzed  1n  President  Carter's  National 
Urban  Policy  for  Conserving  America's  Communities  and  Neighborhoods. 

I  have  written  each  of  the  governors  Indicating  the  Department's  support 
for  the  preparation  of  State  growth  and  development  strategies.  I  have  expressed 
our  willingness  to  assist  in  the  development  of  Investment  strategies  for 
rural  areas  to  help  implement  their  priority  needs  and  programs.  I  also 
offered  to  work  with  them  in  targeting  USOA  programs  and  helping  to  target 
other  Federal  assistance  programs  to  respond  effectively  to  their  development 
strategies  for  rural  areas. 
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We  see  the  State  governments,  then,  as  a  primary  actor  In  developing 
rural  areas  and  1n  strengthening  the  capacity  of  rural  communities  to  plan  and 
Implement  development  efforts.  To  encourage  States  to  take  a  stronger  role 
In  rural  development,  we  want  to  Induce  them  to: 

•  Establish  State  development  priorities  for  rural  areas  based  on 
local  and  area  priorities  and  to  develop  joint  Federal/State/local 
Investment  strategies  for  meeting  these  priorities; 
e  Participate  1n  the  formulation  of  national  rural  development  priorities 
and  the  development  of  guidelines  and  objectives  for  Federal  Invest- 
ments; and 
e  Strengthen  the  fiscal  and  Institutional  capacity  of  local  nonmetropoHtan 
governments  to  plan  and  Implement  development  programs  and  to  participate 
1n  the  development  of  State  priorities  and  Investment  strategies. 

What  are  the  Inducements  we  offer?  Mos*t  Important  1s  our  commitment  to 
respond  to  their  efforts,  we  will  work  to  use  those  State  priorities  and 
strategies  1n  our  formulation  of  national  rural  development  priorities  and 
criteria,  we  will  work  to  target  our  programs  1n  accord  with  the  State 
priorities  and  strategies,  within  the  context  of  national  priorities  and 
criteria.  And  we  will  do  all  we  can  to  negotiate  joint  Investment  plans 
with  the  States  and  with  other  Federal  agencies  1n  order  to  help  Implement 
the  State  strategies. 

In  addition*  we  are  committed  to  using  our  extensive  field  structure  to 
help  States  carry  out  their  role,  we  will  do  this  1n  two  ways. 
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First,  Me  are  currently  reorganizing  Farmers  Heme.  He  are  doing  this  for 
two  reasons.  First,  to  enable  It  to  deliver  all  of  Its  programs  In  a  more 
effective  and  responsive  way,  particularly  Its  economic  and  community  develop- 
ment programs.  Second,  to  give  it  the  structure  that  will  allow  1t  to  take 
maxlmun  advantage  of  the  convening  authority  of  Section  603  of  the  Rural' 
Development  Act. 

The  second  way  we  will  use  our  extensive  field  structure  to  help  the 
States  1s  to  strengthen  the  USOA  rural  development  committee  structure  1n 
Washington  and  in  the  field.  The  aim  1s  to  have  this  structure  respond  to 
State  and  local  investment  priorities  as  well  as  provide  technical  support  for 
development  planning  at  the  State  and  local  levels. 


Under  the  reorganization,  the  key  operational  role  In  the  Farmers 
rural  development  efforts  will  be  played  by  the  district  office.  The  district 
offices  will  administer  and  service  the  community  development  loan  programs. 
Along  with  the  State  offices  and  the  national  office,  they  will  exercise  the 
convening  authority  of  Section  603  of  the  Rural  Development  Act— in  this 
case  to  bring  together  local,  county,  and  area-wide  officials  with  Federal 
and  State  officials  and  comeunlty  leaders  to  help  plan  and  coordinate  rural 
development  efforts  1n  the  area.  The  responsibilities  of  the  district  offices 
will  place  them  in  continual  contact  with  comeunlty  and  county  government 
officials  aod  comeunlty  leaders.  This  will  enable  these  offices  to  assist  In 
Identifying  the  needs  of  these  officials  for  planning,  technical,  and  man 
assistance. 
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Our  State-related  strategy  Includes  establishing  strong  relations  between 
the  district  office  and  town  and  county  governments,  area-wide  planning  and 
development  districts,  and  other  nongovernmental  community  development 
og rani zat ions,  including  community  action  program  groups.  However,  the 
strategy  will  place  its  greatest  emphasis  on  working  with  and  assisting  those 
agencies  and  institutions  designated  by  the  State  to  assist  local  development 
and  to  integrate  local  developments  on  a  substate  basis.  In  most  cases, 
this  will  mean  focusing  on  area-wide  planning  and  development  districts.  In 
other  cases,  it  will  mean  working  primarily  with  counties.  And  1n  still 
others,  jurisdictional  questions  will  be  unresolved. 

Farmers  Home  has  no  stake  in  any  given  institution  at  the  substate  level. 
It's  main  interest  is  in  having  an  organized  set  of  institutions  to  work  with 
which  can  set  some  priorities  and  develop  and  Implement  some  Innovative 
programs.  Only  State  government  has  the  authority  to  set  the  lines  of  * 
responsibility  among  the  various  institutions  and  to  give  them  the  basic 
tools  to  work  with.  Thus,  Farmers  Home  1s  committed  to  work  with  State 
government  in  stregthening  or  establishing  clear  lines  of  responsibility 
in  nonmetropolitan  economic  and  community  development. 

In  those  States  with  unified  districts  or  where  the  planning  and  development 
districts  have  been  given  clearly  designated  responsibilities  for  rural 
economic  and  community  development,  the  Farmers  Home  district  boundaries  will 
be  made  coterminous  with  these  districts.  Our  district  offices  will  encourage 
and  assist  substate  districts  to  identify  local  needs,  set  priorities,  and 
develop  strategies  and  programs  to  meet  these  needs.  Further,  this  will 
assist  them  in  preparing  investment  plans  to  implement  those  strategies  and  will 
negotiate  Farmers  Home's  role  in  such  investment  plans. 
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Where  possible,  these  Investment  plans  will  Include  Integrated  program 
packages  from  a  variety  of  funding  sources.  However,  they  will  also  Include 
Individual  programs  to  meet  priority  needs  in  the  district  which  can  be  used 
to  guide  the  Investment  of  Farmers  Home  funds.  Steps  will  be  taken  to  strengthen 
the  A-95  process  so  that  Farmers  Home  can  give  priority  treatment  to  loans 
directly  addressing  a  district  plan  priority  and  can  ensure  that  loan 
applications  which  don't  directly  address  a  district  plan  priority  are 
consistent  with  that  plan  or  at  least  don't  conflict  with  1t. 

In  those  States  where  counties  rather  than  substate  districts  have  been 
given  primary  responsibility  for  rural  economic  and  community  developments 
Farmers  Home  districts  will  be  restructured  so  as  to  be  coterminous  with 
several  counties  and  will  not  bifurcate  counties  into  more  than  one  district. 
The  relationships  described  above  will  be  established  with  these  counties  also. 

In  those  States  where  more  than  one  agency  has  legally  designated  responsi- 
bilities for  rural  economic  and  community  development,  the  district  office 
will  establish  working  relations  with  each  such  agency.  As  stated  earlier, 
every  effort  will  be  made  by  Farmers  Home  to  Induce  cooperative  efforts 
between  these  agencies  and  to  encourage  the  State  governments  to  do  the  same. 
However,  Fanners  Home  must  always  reserve  the  right  to  carry  out  Its  mission 
consistent  with  Federal  objectives  and  there  will  be  cases  where  the  extent 
of  local  needs  will  cause  us  to  fund  projects  even  over  the  opposition  of 
one  or  more  of  these  agencies.  We  hope  these  cases  will  be  rare,  but 
undoubtedly,  those  areas  without  reasonably  cooperative  Institutional  arrange- 
ments for  rural  economic  and  community  development  will  suffer  1n  the  competition 
for  limited  funds. 
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Creating  effective  Institutional  arrangements  for  rural  development  at  the 
substate  level  1s  beyond  the  control  of  the  Federal  government.  However,  an 
Integrated  US DA  service  delivery  system,  staffed  at  the  State  and  substate 
level  by  people  with  the  capability  and  mandate  to  Invest  1n  responsible  and 
coordinated  rural  development  programs,  will  be  a  strong  Inducement  to 
developing  such  arrangements. 

The  district  offices  will  be  staffed  by  directors  who  will  be  trained  1n 
rural  development.  They  will  have  the  capability  to  assure  that  the  Impacts 
of  given  loan  applications  on  various  economic,  social,  physical,  and  environ- 
mental aspects  of  community  life  are  assessed.  They  will  have  the  capability 
to  relate  the  proposed  programs  to  other  planned  or  ongoing  activities.  And 
they  will  have  the  skills  to  assist  in  developing  a  sound  financial  structure 
for  the  proposed  effort. 

The  State  Fanners  Home  office  will  also  play  a  major  role  in  the  rural 
development  single  service  delivery  system.  I've  said  that  the  district 
office  will  work  closely  with  local  communities,  counties,  and  substate 
agencies.  The  State  office  will  work  closely  with  the  governor  and  with 
relevant  State  agencies  to  develop  joint  Federal /State  Investment  plans. 
Specifically,  Fanners  Home  will  attempt  to  accommodate  Its  program  allocations 
within  the  State  consistent  with  State  targets  and  criteria  for  local 
Investments,  and  to  assist  in  mobilizing  and  coordinating  other  Federal  agencies 
to  plan  and  Implement  Investment  strategies.  In  addition,  the  Section  603 
coordinating  role  assigned  to  USOA  will  be  exercised  at  the  State  level  through 
use  of  the  convening  authority.  The  State  office  will  encourage  Involvement 
of  local  governments, substate  districts,  consumer  and  public  Interest  groups, 
and  the  private  sector  in  the  rural  development  policy  process. 
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Just  as  local  and  substate  agencies  vary  greatly,  so  do  State  governments. 
Some  States  have  taken  a  lead  agency  approach  and  developed  strong  State 
planning  agencies.  Some  rely  heavily  on  Departments  of  Economic  Development 
or  Community  Affairs  to  assume  much  of  the  responsibility  for  economic  and 
community  development.  In  still  others,  responsibility  for  rural  development 
1s  shared  among  a  number  of  agencies.  In  such  States  there  are  varying  degrees 
of  Interagency  coordination  and  several  types  of  structures  for  policy  manage- 
ment and  program  coordination.  Whatever  policy  planning  and  management  structure 
a  State  may  employ,  we  feel  that  Farmers  Home,  because  of  Its  decentralized 
operations,  can  adapt  to  and  help  to  strengthen  that  structure. 

I  should  add  that  the  information  and  experience  of  the  extensive  county 
and  district  field  staff  can  also  be  made  to  serve  the  State  policy  planning 
and  management  structure.  This  staff  can  provide  additional  and  perhaps 
different  perspectives  than  will  be  provided  by  State  or  local  government 
agencies. 

Also,  rural  development  training  programs  planned  for  Farmers  Home  field 
staff  will  be  extended  to  Include  officials  and  staff  from  local  and  area-wide 
agencies.  The  State  office  of  Farmers  Home  will  also  draw  upon  the  total 
resources  of  USDA,  particularly  State  extension,  soil  conservation,  and 
forestry  service  experts,  to  provide  technical  Information  and  skills  to  local 
and  area-wide  agencies. 
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At  the  district  level,  the  district  office  director  will  be  expected  to 
be  a  rural  developer  familiar  with  the  spectrum  of  problems  In  rural  areas  and 
their  Interrelationships.  And  he  or  she  will  have  to  be  able  to  develop  and 
apply  area  and  community  development  criteria  1n  the  approval  and  monitoring 
of  Individual  programs.  But,  at  the  State  level,  the  administration  of 
community  facility,  business  and  Industrial,  and  multiple  unit  housing  programs 
will  be  separate. 

The  State  office  will  have  a  rural  development  staff  whose  responsibilities 
will  be  to  see  that  rural  development  Investment  criteria  are  utilized- 1n 
the  program  and  allocation  planning  process.  This  staff  will  also  assist  the 
State  director  1n  working  directly  with  the  governor  and  State  agencies  and 
1n  organizing  the  State  office's  planning  and  decision  process  on  a  coordi- 
nated basis.  And  the  staff  w1l>  help  plan  and  manage  the  technical  and  planning 
assistance  programs  for  local  and  area-wide  agencies. 

The  objective  1s  to  move  the  making  of  grants  and  loans  from  a  program 
management  framework  Into  a  policy  and  Investment  framework.  This  will  give 
more  effective  guidelines  to  program  decisions  and  will  utilize  potential 
secondary  impacts  of  program  decisions  as  criteria  for  making  such  decisions. 
First,  we  will  be  trying  to  bring  policy  considerations  and  development  criteria 
to  bear  on  program  decisions  and  then  we  will  begin  to  develop  these  considerations 
and  criteria  Into  more  comprehensive  programs  and  Investment  strategies. 

Farmers  Home  has  spent  substantial  time  and  effort  determining  1n  conjunction 
with  its  field  staff,  the  changes  1n  the  field  structure  that  will  be  necessary 
to  Implement  the  basic  field  responsibilities  outlined  above.  State  offices 
are  1n  the  process  of  realigning  these  functions  within  the  various  States. 
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It  1s  obvious  that  we  are  asking  the  district  and  State  Offices  to  take  on 
new  responsibilities.     Each  State  1s  now  In  the  process  of  assessing  the  staff 
needs  to  be  faced  in  light  of  these  new  responsibilities  and  developing 
alternative  Implementation  strategies  in  light  of  staff  constraints.    The 
primary  emphasis  1n  the  first  stages  of  the  reorganization  will  be  to 
strengthen  the  rural  development  capability  of  the  State  offices  and  to  phase 
the  strengthening  of  the  district  office  1n  terms  of  the  needs  and  priorities 
within  the  various  States.    One  clear  Implication  of  our  proposed  strategy 
for  making  Fanners  Home  an  effective  rural  development  delivery  system  Is 
the  need  for  better  trained  staff  because  of  the  broader  responsibilities 
the  agency  1s  assuming. 

A  while  back  I  said  that  we  would  also  be  able  to  help  the  States  through 
improving  our  rural  development  committee  structure.    The  Department  Is  . 
currently  involved  in  revitalizing  this  committee  structure  as  a  vital  tool  In 
field  coordination  of  USOA  activities.    A  series  of  regional  meetings  of 
US  DA  field  staff  has  been  held  to  discuss  coordination  of  USOA  agency  activi- 
ties in  energy,  land  use,  and  rural  development.    Emphasis  1s  being  placed  on 
State  committees  that  can: 

e  Support  the  governor's  rural  development  policy  management  structures; 
e  Assist  in  targeting  USOA  interagency  rural  development  activities  1n 

accord  with  State  and  local  policies  and  priorities; 
e  Support  the  State-designated  substate  planning  and  development  agencies; 

and 
e  Assist  local  governments  and  community  development  organizations  to 
plan  and  implement  programs  and,  where  needed,  to  obtain  the  support 
of  the  State-designated  area-wide  planning  and  development  districts. 
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Most  likely,  these  committees  will  work  through  task  forces  on  specific 
rural  development  Issues  such  as  economic  and  community  development,  energy, 
and  land  use  under  the  leadership  of  the  agency  most  directly  concerned  with 
the  Issue. 

Another  tool  we  are  using  this  year  to  strengthen  rural  development 
planning  at  the  local,  substate,  and  State  levels  Is  direct  financial  assis- 
tance, under  Section  111  of  the  Rural  Development  Act.  Regulations  for  this 
program  were  published  on  April  4  and  preapp 11  cations  are  now  being  accepted 
at  Farmers  Home  State  and  county  offices.  These  regulations  were  published 
after  extensive  consultation  with  public  and  private  Interest  groups  and 
State  and  local  governments.  As  you  will  recall,  we  did  not  Initiate  the 
request  for  the  $5  million  that  was  appropriated  for  FY  1978,  nor  did  we 
request  an  appropriation  for  this  activity  for  FY  1979.  As  I  said  earlier, 
this  should  not  be  taken  as  a  lack  of  Interest  In  strengthening  rural  develop- 
ment planning  and  management  capability. 


If  we  wish  local  communities  and  State  governments  to  assume  primary 
responsibility  for  balanced  growth  1n  their  jurisdictions  and  answer  politically 
for  the  exercise  of  that  responsibility,  and  to  be  the  primary  achievers  of 
national  objectives,  we  must  find  ways  to  strengthen  the  capability  of  these 
Institutions  to  develop  and  Implement  coherent  rural  development  strategies 
and  programs. 

In  essence,  the  current  funding  of  the  Area  Development  Assistance 
Planning  Grant  Program  1s  being   viewed  as  an  opportunity  to  signal  our 
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intent  to  work  cooperatively  with  State  and  local  communities  and  to  explore 
ways  to  involve  community  organizations  and  the  private  sector  with  local  and 
State  governments  In  the  rural  development  planning  process.    He  have  encouraged 
a  cross-section  of  planning  and  development  organizations  to  participate  In  this 
demonstration.    And  we  have  Indicated  to  the  governors  that  we  would  like  to 
make  10  or  12  grants  to  give  a  small  boost  to  those  policy  management  and 
planning  efforts  closely  tied  to  governors1  offices  that  reflect  a  start  toward 
State  investment  strategies  for  rural  areas. 


Digitized  by 


Google 


509 

Q.7-1 
Rural  Advocacy 

I  would  now  like  to  address  your  question  7,  on  rural  advocacy.  (You 
wr o te :  As  we  see  it,  rural  advocacy  is  implicit  in  the  leadership  role  mandated 
by  Section  603.  In  what  ways  and  through  what  mechanisms  have  you  exercised 
this  advocacy  role  within  the  Executive  Branch  of  Federal  Government  and  with 
State  and  local  governments?  How  do  you  advise,  or  work  with  other  federal 
agencies  to  help  them  understand  the  rural  development  impact  of  program  and 
policy  decisions?  Please  provide  some  examples  and  summarize  efforts  made  in 
this  regard  over  the  last  year.) 

May  I  begin  by  saying  that  serving  as  the  Federal  voice  for  rural  people 
is  Indeed  implicit  in  the  Section  603  leadership  mandate.  I  am  pleased  to 
report  that  we  have  given  rural  advocacy  a  great  deal  of  attention  this  year, 
with,  I  believe,  very  good  results. 

Our  major  initiative  this  year  in  fulfilling  our  advocacy  mission  has 
centered  on  the  creation  and  staffing  of  a  policy  coordination  and  training 
unit  to  focus  on  key  areas  critical  to  the  quality  of  Hfe  in  rural  America. 
This  unit  was  in  the  Rural  Development  Service  and  now,  of  course,  is  in 
Farmers  Home. 

The  unit  has  been  staffed  with  specialists  In  problems  of  the  rural 
elderly,  transportation,  health,  and  manpower— key  areas  in  which  USDA  does  not 
have  direct  responsibility— as  well  as  in  such  USOA-related  areas  as  housing, 
land  use,  and  small  farmers.  The  full-time  job  of  these  specialists  1s  to 
represent  the  needs  and  Interests  of  rural  people,  and  to  seek  out  targets  of 
opportunity  where  we  might  be  most  effective  1n  gaining  significant  response 
and  assistance  for  rural  areas. 
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I  believe  these  Initiatives  dramatically  demonstrate  our  acceptance  of 
the  603  mandate  and  our  reversal  of  the  over  attention  to  Information  clearing- 
house services  of  which  Congress  has  been  legitimately  critical  1n  the  past. 

In  the  following  summary  of  our  rural  advocacy  work,  you  will  see  that  the 
emphasis  of  our  specialists  1s  on  being  a  rural  voice  within  the  Executive 
Branch  at  the  Washington  level.  In  my  earlier  remarks,  I  discussed  our  extensive 
work  to  give  State  and  local  governments  a  larger  and  more  active  role  1n  Federal 
rural  development  policy  development  and  to  develop  a  joint  Investment  strategy. 
These  activities  plus  our  training  work  which  I  will  mention  1n  a  moment  or 
two  represent  the  bulk  of  our  advocacy  work  at  the  State  and  local  levels. 

Let  me  emphasize  that  although  my  examples  will  focus  on  our  role  and 
activities,  most  of  these  efforts  have  been  in  cooperation  with* other  agencies, 
most  of  whom  are  quite  concerned  about  the  need  for  and  difficulties  1n  getting 
proper  attention  to  the  specific  needs  of  rural  areas  in  their  programs •  They 
are  also  aware  of  the  need  for  and  difficulties  of  Intergovernmental  efforts, 
and  we  believe  they  find  our  efforts  helpful. 

Aging 

I'll  begin  with  some  examples  from  our  rural  advocate  on  behalf  of  the 
elderly. 

Since  the  Older  Americans  Act  (the  major  current  Federal  legislation 
Involving  the  aging)  1s  being  reviewed  by  Congress,  efforts  to  Increase  Its 
applicability  to  rural  Americans  have  been  the  focal  point  of  our  activities.  He 
have  Identified  several  areas  for  indepth  analysis  and  are  presenting  our  find- 
ings to  appropriate  congressional  committees  and  public  and  private  interest  groups 
on:  A  revised  formula  allocation  more  favorable  to  rural  residents;  expansion 
of  Multi -Purpose  Senior  Center  grants  to  Include  facility  construction  as  well 
as  renovation;  greater  application  of  research  and  demonstrations  and  Model 
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Projects  Program  resources  to  rural  elderly  Issues;  and  a  substantive  Increase 
in  outreach  efforts  on  behalf  of  the  elderly  In  rural  communities.  These 
analytic  studies  have  received  support  from  Senate  and  House  committee  staffs 
as  well  as  private  and  public  groups  concerned  with  the  Issue. 

On  the  demonstration  level,  we  have  facilitated  an  arrangement  whereby  the 
Department  of  Labor  is  funding  the  Mississippi  State  Extension  Service  for  the 
purpose  of  training  older  persons  as  home  health  aides  in  the  State.  Other 
coordinating  efforts  appear  to  be  producing  a  closer  tie-in  between  Community 
Services  Administration  weatherfzatlon  programs  and  the  Farmers  Home  Adminis- 
tration's 504  Elderly  Grant  Program. 

The  Older  Americans  Act  directs  the  Federal  Council  on  Aging  to  advise 
the  President,  the  Administration  on  Aging  (AOA),  and  the  Congress  on  matters 
relating  to  the  special  needs  of  older  Americans.  We  have  Informed  the  Council 
of  our  recommendations  to  amend  the  Older  Americans  Act  in  view  of  the  special 
problems  faced  by  the  elderly  1n  receiving  services  in  rural  areas.  We  have 
recommended  that  the  Council  support  a  study  to  examine  the  costs  of  Tfeltvery 
services  to  the  elderly  in  rural  communities  and  overall  accessibility  of  such 
services  to  the  elderly.  The  Council  supports  such  a  study  and  1s  1n  the 
process  of  making  a  grant  award  for  1t. 

Several  meetings  have  been  held  with  organizations  that  administer  the 
Title  IX  Senior  Employment  Program  under  the  Older  Americans  Act.  Such 
agencies  include  the  National  Council  on  Aging,  National  Council  of  Senior 
Citizens,  and  the  National  Farmers  Union.  Emphasis  was  placed  on  the  need  for 
coordination  in  addressing  the  Issues  facing  those  providing  services  to  the 
elderly  1n  nonmetropolitan  areas. 
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The  present  network  of  services  for  the  elderly  1n  rural  areas  needs 
Improvement.  County  offices  on  aging  serve  as  the  focal  point  for  planning 
and  coordinating  services  to  the  elderly.  There  1s  a  need  for  the  development 
of  community-based  organizations  to  serve  as  comprehensive  service  centers  In 
rural  areas  to  eliminate  the  fragmentation  and  gaps  in  services  that  currently 
exist.  Title  V  of  the  Older  Americans  Act  could  provide  the  means  for  the 
establishment  of  such  centers  but  funding  Is  limited  to  renovation  and  repair. 
In  rural  areas  there  are  often  no  facilities  to  renovate  or  repair.  Me  have 
made  a  recommendation  to  ADA  and  the  Federal  Council  on  Aging  that  the  re- 
gulations prohibiting  construction  under  Title  V  be  amended  to  provide  for 
services  for  the  elderly  1n  rural  areas. 

The  1973  amendments  to  the  Older  Americans  Act  specify  that  every  Federal 
agency  proposing  to  Initiate  a  program  for  older  people  should  consult  with 
AOA,  and  every  Federal  agency  operating  such  a  program  should  cooperate. with 
AOA.  Since  FmHA  has  responsibility  for  providing  housing  assistance  to  the 
elderly  and  the  Administration  on  Aging  has  the  major  role  within  the  Executive 
Branch  for  establishing  a  network  of  services  for  the  elderly,  we  are  proposing 
a  working  Interagency  agreement.  Priority  would  be  given  to  Improving  the 
housing  conditions  of  the  elderly  In  rural  areas,  using  agencies'  field 
structures  to  provide  outreach  and  to  Increase  the  visibility  of  FmHA  programs 
In  communities  with  significant  numbers  of  low-Income  elderly.  Such  an 
agreement  could  be  helpful  to  FmHA  1n  view  of  the  Housing  Act  of  1977,  which 
gives  FmHA  authority  to  contruct  congregate  housing  for  the  elderly. 
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Transportation 

Now,  in  the  area  of  transportation,  the  concentration  has  been  centered 
on  three  concerns:  The  Administration's  1979  legislative  package  relative 
to  rural  transportation;  a  comprehensive  USOA  Rural  Transportation  Demonstration; 
and  internally  initiated  transportation -related  studies  of  the  most  distressed 
rural  areas. 

The  focus  on  the  forthcoming  transportation  legislation  stems  from 
its  potential  impact  on  rural  areas,  particularly  in  the  area  of  public 
transportation.   Growing  out  of  our  contacts,  we  have  been  able  to 
help  establish  an  atmosphere  for  legislation  which  1s  responsive  to  rural 
needs. 

A  second  thrust  is  the  USDA  comprehensive  rural  transportation  demonstration. 
This  will  be  the  Department's  first  major  venture  into  the  role  of  supporting 
rural  interests  in  all  transportation  matters.  It  1s  the  result  of  the- 
Secretary's  initiative  and  our  own  participation  1n  an  interagency  task  force 
at  which  we  were  successful  in  gaining  support  for  Inclusion  of  transportation 
needs  of  rural  people  in  the  overall  study. 

A  third  thrust  consists  of  various  studies  that  are  badly  needed.  For 
example,  we  are  working  to  identify  the  most  distressed  rural  counties,  using 
factors  of  sustained  low  income,  continuing  population  outmlgratlon,  and  high 
levels  of  minority  population.  This  is  needed  to  create  a  base  from  which  to 
start  implementing  a  targeting  strategy  on  both  an  intra-  and  Interagency 
level. 

Additional  examples  of  our  rural  advocacy  work  in  transportation 
demonstrate  the  wide  variety  of  mechanisms  we  employ. 
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e  For  example,  to  focus  greater  attention  on  the  need  to  coordinate 
rural  public  transportation  systems,  we  contracted  for  the  pre- 
paration of  a  handbook  entitled  "Coordinating  Rural  Public 
Transportation  Systems,"  in  cooperation  with  the  National 
Council  for  the  Transportation  Disadvantaged.  The  handbook, 
scheduled  for  distribution  this  Nay,  presents  the  coordination 
process  1n  a  step-by-step  approach  that  will  enable  local 
governments  to  establish  or  Improve  coordinated  public 
transportation  systems.  The  purpose  of  this  handbook  1s  to 
create  awareness  of  the  need  and  the  possibilities  to  combine 
and  coordinate  the  millions  of  dollars  spent  each  year  to 
develop  and  support  transportation  components  for  health, 
manpower,  education,  and  other  human  service  programs. 

t  As  the  result  of  our  dialogue  with  the  Department  of  Trans- 
portation, we  have  been  able  to  create  a  more  functional 
relationship  between  USQA  and  the  newly  reestablished  Office 
of  Rural  Policy.  Several  aspects  of  DOT'S  Small  Urban  and  Rural 
Transportation  Program  reflect  concepts  developed  through 
this  dialogue. 

e  We  are  utilizing  the  findings  of  a  recent  GAO  study  on 
"Hindrances  to  Coordinating  Transportation  of  People 
Participating  In  Federally  Funded  Grant  Programs"  to  press 
for  further  coordination  and  Unking  of  transportation  re- 
sources 1n  rural  areas. 

t  We  reported  rural  development  concerns  and  suggested 

essential  rural  transportation  principles  to  the  Committee 
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on  Transportation  and  Communication  of  the  Congressional 
Rural  Caucus;  this  resulted  in  several  of  these  concerns  being 
given  attention  in  the  Administration's  Transportation  Bill. 

t  We  have  evaluated  the  performance  of  UMTA  1n  allocating  the 
$500  million  set-aside  by  Congress  1n  1973  for  capital 
expenditures  necessary  to  Improve  transportation  in  non- 
urbanized  areas.  Although  DOT  under  the  previous  administration 
considered  this  program  to  be  a  key  component  of  rural  trans- 
portation efforts,  just  26  States  have  received  a  total  of  $23 
million  to  purchase  379  buses  in  FY  1977.  None  of  the  buses 
serve  really  rural  areas.  They  operate  within  the  limits  of  small 
urban  areas,  rather  than  the  surrounding  rural  areas  and  towns. 
Efforts  are  continuing  to  encourage  the  expenditure  of  these 
funds  in  support  of  targeted  development  efforts  in  smaller 
towns  and  the  rural  countryside,  and  the  current  Administration 
has  submitted  a  bill  to  correct  deficiencies  in  the  program 
that  adversely  affect  rural  areas. 

t  Revenue  sharing  has  been  a  source  of  development  capttal  to 
rural  localities  since  1972.  Despite  several  studies  of 
revenue  sharing,  there  1s  little  or  no  Information  on  the 
utilization  of  these  funds  to  support  critical  rural  needs. 
In  order  to  draw  attention  to  the  need  of  such  Information 
and  to  create  a  design  for  analysis  of  use  of  the  funds,  we 
are  negotiating  with  the  Transportation  Institute  at  North 
Carolina  A&T  University  to  fund  a  sample  survey  of  350  rural 
areas  to  determine  the  proportion  of  revenue  funds  going  for 
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transportation,  the  characteristics  of  such  Investments,  and 
the  direction  or  trends  1n  the  utilization  of  revenue  sharing 
funds  for  this  purpose. 
Health 

In  the  area  of  health  care,  the  most  pressing  Issues  for  our  rural 
advocacy  thrust  revolve  around  reviewing  pending  legislation  and  collaborating 
1n  the  development  of  regulations  for  newly  passed  legislation.  These 
Initiatives  have  taken  priority  because:  (1)  The  Public  Health  Services  Act, 
which  Includes  some  40  separate  pieces  of  legislation,  expires  this  year  and, 
consequently,  1s  now  before  Congress;  (2)  the  Rural  Health  Clinics  Act,  which 
USDA  reviewed  and  supported  through  passage,  Is  now  in  the  regulation  pre- 
paration stage;  and  (3)  the  National  Health  Planning  and  Resources  Development 
Act  1s  currently  under  review  by  HEW  and  the  Congress. 

t  Regarding  the  Public  Health  Services  Act,  we  initiated  review 
of  legislation  by  other  USDA  agencies  to  develop  evidence  In 
support  of  rural  needs  relative  to  the  Act  and  presented  this 
to  the  Congressional  Rural  Health  Coalition, 
t  On  the  Rural  Health  Clinics  Act  of  1977,  we  Initiated  and 
developed  USDA's  review  and  support  of  the  Act.  The  Rural 
Development  Service  and  the  Economic  Development  Division  of 
the  Economics,  Statistics,  and  Cooperatives  Service  served  on 
the  rural  health  coalition  convened  by  Senator  Dick  Clark  of 
Iowa  during  development  of  the  Act. 
t  Also,  through  our  efforts,  the  Health  Care  Financing  Admlnlstatlon 
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of  HEW,  which  will  be  administering  the  Rural  Health  Clinic 
Services  Act,  has  agreed  to  prepare  and  print  10,000  copies 
of  a  fact  sheet  Informing  rural  clinics  of  their  need  to  be 
certified  in  order  to  receive  payments  under  this  Act.  And 
we  have  established  agreements  with  several  private  and  public 
interest  groups  who  will  distribute  this  fact  sheet  to  their 
rural  members  and  constituents. 

0  Regarding  the  National  Health  Planning  and  Resources  Development 
Act,  we  provided  information  and  assistance  1n  support  of  amend- 
ments to  the  Act  which  would  provide  greater  rural  representation 
on  Health  System  Agency  boards  and  other  State  and  national  health 
councils;  change  the  funding  allocation  formula  to  provide  greater 
support  for  rural  areas;  tailor  program  regulations  to  rural 
needs;  and  promote  an  emphasis  by  HEW- funded  regional  centers  • 
for  health  planning  in  rural  areas. 

e  We  inititated  and  developed  USDA's  role  1n  the  National  Rural 
Health  Conference  sponsored  by  Rural  America,  Inc.,  and 
coordinated  production  of  rural  health  status  papers  by  ESCS 
on  planning,  personnel,  financing,  delivery,  and  living  and 
working  environments  as  background  papers  for  the  corresponding 
workshops. 

t  Our  efforts  with  the  Rural  Electrification  Administration  and 
the  Forest  Service  resulted  1n  their  decision  to  become  In- 
volved in  developing  the  Interagency  Emergency  Medical 
Services  Communication  Policy. 

•  As  a  last  example  in  health,  we  are  encouraged  that  our  d1s- 
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cuss  Ions  with  HEW's  Bureau  of  Community  Health  Services  have 

led  to  a  project  to  train  local  Cooperative  Extension  Service 

and  Fanners  Hone  Administration  staff  to  be  able  to  provide 

technical  assistance  for  HEW's  Rural  Health  Initiative  and 

Health  Underserved  Rural  Areas  program.    This  assistance  will 

be  directed  to  rural  people  1n  the  Southeast  and  Southwest, 

particularly  in  the  200-plus  rural  counties  of  greatest  need 

not  presently  served  by  any  Public  Health  Service  program 

in  these  two  regions.    Me  continue  to  seek  out  opportunities 

for  such  cooperative  efforts,  Including  exploring  the  potential 

for  targeting  FmHA  community  facilities  resources  to  the 

Rural  Health  Initiative. 

Manpower 

The  focus  of  our  advocacy  work  1n  the  area  of  manpower  has  been  three-fold: 

working  with  the  Department  of  Labor  to  influence  regulations  and  allocations, 

particularly  in  relation  to  the  Comprehensive  Employment  and  Training  Act 

(CETA);  promoting  interagency  cooperative  efforts  1n  manpower-related  fields; 

and  establishing  contact  with  and  providing  technical  assistance  to  public 

and  private  interest  groups  at  the  national  and  local  levels.  The  dominance 

of  CETA  in  the  manpower  field  both  financially  and  programmatlcally  Is 

responsible  for  the  present  focus.  Through  contacts  with  public  and  private 

Interest  groups  and  Department  of  Labor  and  other  government  personnel, 

we  are  helping  to  move  along  efforts  toward  policy  and  program  revisions 

which  will  maximize  CETA  impact  on  rural  areas.  Additionally,  through  the 

Federal  Interagency  Committee  on  Education  (FICE),  we  are  developing 

recommendations  for  bringing  real  job-related  training  Into  the  rural  school 
systems. 
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Supporting  the  Increased  Involvement  of  community-based,  nonprofit 
organizations  in  rural  development  efforts  Is  another  area  of  concentration 
by  the  manpower  specialist.  This  specialist  has  met  with  and  advised  such 
groups  as  the  United  Farm  Workers,  National  Council  of  La  Raza,  National 
Association  of  Farmworker  Organizations,  National  Rural  Development  and 
Finance  Corporation,  and  the  National  Manpower  Institute.  Although  these 
organizations'  affiliate  groups  have  traditionally  dealt  mainly  with  the 
Department  of  Labor,  they  are  now  becoming  Increasingly  involved  in  housing, 
health,  and  other  facets  of  rural  development.  In  meeting  with  these  groups, 
the  manpower  specialist  advises  them  on  possible  funding  and  Implementation 
alternatives  and  is  able  to  link  their  Information  and  assistance  needs  with 
other  groups  who  have  successfully  undertaken  different  Initiatives.  The 
technical  assistance  involves  collaboration  with  other  Federal  and  State 
agencies  and  has  the  additional  benefit  of  maintaining  contact  with  "grass 
roots"  organizations  and  providing  the  kind  of  understanding  and  Information 
essential  to  the  development  of  policy  recommendations  for  rural  areas. 

On  the  demonstration  level,  we  provided  early  leadership  with  FmHA,  DOT, 
and  Rural  America  in  a  farmworker  housing  repair  program  now  in  operation. 

Training 

Our  rural  advocates  are  in  a  unit  which  we  have  named  Policy  Coordination 
and  Training.  You  may  wonder  what  the  training  connection  1s.  Well,  we  are 
convinced  that  training  is  an  effective  Instrument  of  advocacy  at  the  State 
and  local  level.  Properly  designed  training  can  be  effective  In  developing 
skills  necessary  for  those  Involved  In  rural  development. 
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In  addition,  training  1s  seen  as  a  support  to  our  overall  mission  of 
Improving  the  quality  of  rural  life,  particularly  through  capacity  building 
at  all  levels.  He  are  now  focusing  on  developing  and  supporting  rural 
development  training  materials  and  programs  with  a  high  potential  for  replication. 

While  three  National  Rural  Development  Leaders  Schools,  Involving  350 
rural  leaders  from  all  50  States,  were  conducted  In  the  past  year,  current 
efforts  are  now  concentrating  on  promoting  the  use  of  this  training  model  at 
the  State  and  local  level . 

This  and  other  training  programs  and  materials  developed  by  RDS  are  made 
available  at  minimal  cost  or  without  charge  to  multl state.  State,  and  substate 
groups  seeking  to  provide  training  to  community  groups  and  residents  as  well  as 
the  professional  staffs  of  agencies  and  organizations.  At  present,  we  are 
supplying  design  assistance,  materials,  and  limited  staff  support  to  eight 
States.  Training  programs  based  on  the  National  Rural  Development  Leaders 
School  model  have  been  held  this  year  1n  Illinois  and  Kansas.  Substata  train- 
ing 1s  currently  underway  In  New  York,  and  up  to  seven  additional  substate 
schools  are  planned.  Missouri  has  scheduled  a  week-long  rural  development 
leaders  school  1n  June,  while  groups  In  North  Dakota,  Washington,  and  Oregon 
are  discussing  the  possibility  of  similar  efforts.  These  schools  are  supported 
and  developed  by  State  rural  development  committees,  substate  districts,  other 
USOA  agencies.  State  and  local  organizations  and  firms,  and  many  graduates  of 
the  National  Rural  Development  Leaders  School. 

In  addition,  similar  training  programs  developed  by  the  Western  and 
Southern  Regional  Rural  Development  Centers  under  the  sponsorship  of  RDS  have 
been  completed  and  will  be  available  for  distribution  in  the  near  future. 
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In  an  effort  to  Improve  the  capability  of  FmHA  field  staff  for  their 
broadened  rural  development  role  and  to  promote  more  effective  Interagency 
efforts  In  program  delivery,  an  Intensive  10-day  training  program  1n  rural 
development  1s  being  designed.  This  program  will  be  offered  on  a  regional 
basis  to  250  FmHA  personnel  and  150  staff  members  of  various  State  district 
and  community- based  development  agencies  and  organizations. 

Other 

A  key  to  rural  advocacy  work  1s  encouraging  the  development  of  Information 
resources  for -others  to  use  and  generating  Increasing  attention  to  rural  areas 
wherever  this  promises  to  produce  long-range  benefits  to  rural  America.  We 
have  been  engaged  in  a  number  of  projects  of  this  type  and  I'd  like  to  finish 
my  remarks  on  rural  advocacy  by  giving  just  two  examples. 

First,  the  Rural  Development  Service  contracted  with  the  National  Rural 
Center  to  update  an  important  source  book  entitled  Directory  of  Rural  Organi- 
zations, and  to  compile  Information  on  the  major  foundations  Involved  1n 
funding  rural  programs.  This  new  document  will  be  called  Directory  of  Private 
Sources  of  Assistance.  These  two  documents  will  provide  extensive  information 
about  organizations  and  agencies  Interested  in  rural  affairs.  The  distribution 
will  be  to  land  grant  universities,  small  town  officials,  various  community 
organizations,  numerous  Federal  and  congressional  offices,  and  regional 
organizations  with  rural  concerns. 

Second,  there  are  only  a  handful  of  colleges  and  universities  that  offer 
graduate  level  programs  with  a  rural  development  focus.  Me  wanted  to  do 
something  to  Initiate  a  concentrated  course  of  graduate  study  that  will  result 
in  a  cadre  of  Individuals  who  really  are  interested  in  rural  problems  and  who 
are  competent  in  working  toward  solutions.  To  this  end,  we  have  provided  a 
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development  grant  that  will  enable  the  National  Urban  Fellows,  Inc.,  to 
Initiate  a  National  Rural  Fellows  Program  patterned  on  the  highly  successful 
Urban  Fellowship  program. 
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Q.l  and  2-1 

The  questions  I  would  Hke  to  briefly  address  now  are  1n  Part  II  of  your 
letter  to  me,  which  relates  to  proposed  legislation  (Specifically,  you 
asked:  In  what  ways  would  enactment  of  H.R.  10885  and  H.R.  9963  help  or  hinder 
your  ability  to  meet  Section  603' s  leadership  and  coordination  mandate?  What 
changes  in  these  bills,  as  now  written,  would  be  necessary  for  them  to  be  of 
most  assistance  to  you  in  this  regard?) 

To  come  right  to  the  point,  I  feel  that  both  bills  address  very  Important 
problems  but  that  the  timing  of  them  is  premature.  Our  reservations  thus  do 
not  stem  from  a  lack  of  shared  concerns  but  rather  from  our  strong  feelings 
that  action  on  the  matters  Involved  in  these  bills  should  be  deferred  until 
the  outcome  of  the  President's  Reorganization  Project  has  been  determined. 

I  say  that  because  the  Reorganization  Project  embraces  many  of  the  same 
issues  addressed  by  these  bills.  Crosscutting  questions  related  to  such 
matters  as  departmental  roles  1n  development  and  location  of  responsibility 
for  development  programs  are  under  intensive  study  in  the  Project.  Me  strongly 
believe  that  recommendations  to  be  made  by  that  Project  should  be  reviewed  by 
all  of  us  and  that  major  legislation  addressing  Issues  germane  to  the  very 
purpose  of  the  Project  should  not  be  enacted  without  the  perspective  that  the 
Project  will  provide. 

I  suspect  that  after  my  staff  and  I  have  had  an  opportunity  to  review  the 
results  of  the  project,  we  would  be  in  a  much  better  position  to  not  only 
comment  on  your  bills  1n  a  detailed,  subs tanti ve sense  but  also  to  work  with 
you  ?nd  your  subcommittee  staff  on  these  matters.  As  soon  as  the  project's 
findings  are  available,  we  will  be  most  pleased  to  review  them  with  you  and 
to  work  with  you  and  your  staff  in  finding  a  way  to  meet  our  mutual  concerns. 
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Notwithstanding  the  above,  I  personally  feel  that  the  basic  thrust  of 
H.R.  9983  1s  consistent  with  our  present  thinking  regarding  the  need  to  establish 
a  single-service  delivery  system.  The  single-service  delivery  concept  Is  based 
on  the  proposition  that  1t  could  be  more  cost-effective  and  efficient  for  the 
rural  development  efforts  If  a  single  Federal  agency  had  responsibility  to 
administer,  coordinate,  and  fund  core  development  program  resources  for  community 
development.  The  HUD  Community  Development  Block  Grant  Program  appears  to  be 
extremely  fitting  for  blending  in  with  Farmers  Home,  especially  1n  light  of  Its 
broadened  mandate  to  be  the  lead  rural  development  agency. 

I  think  1t  might  be  good  for  USDA  and  HUD  to  very  soon  sit  down  and  talk 
about  population  size  and  community  characteristics  1n  order  to  arrive  at  a 
real  understanding  of  our  complementary  purposes,  our  respective  field  structures, 
our  respective  understandings  of  what  we  both  mean  by  rural  and  small  cities, 
and  to  really  try  to  move  ahead  with  the  kind  of  single-service  delivery  focus 
that  rural  people  deserve. 

I  can  tell  you  that  Secretary  Bergland  feels  the  same  way  I  do  on  this. 
In  his  remarks  at  the  White  House  Conference  on  Balanced  National  Growth  and 
Economic  Development,  he  said,  and  I  quote,  "Nonmetropolltan  areas  need  a  single 
Federal  system  for  dellverylng  core  community  development  assistance  that  will 
provide  funds  directly,  uniformly,  and  efficiently  and  will. take  Into  considera- 
tion the  conditions  and  priorities  found  in  such  areas.  Such  a  system  would 
group  like  programs  under  one  administrator  and  permit  direct  funding  In 
consultation  with  State  and  local  governments,  to  areas  and  projects  In  order 
to  produce  the  greatest  long-term  benefit,  at  the  least  administrative  cost  to 
all  participants— Federal ,  State  and  local." 
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I  hope  you  understand  from  all  this  how  strongly  we  do  agree  that  the  bills 
in  question  do  attack  problems  that  we  are  very  concerned  about.  And  let  me 
reiterate  here  that  the  views  I  have  just  expressed  are  mine  and  the  Department 
of  Agriculture's.  The  ultimate  thrust  for  the  matters  under  discussion  will 
come  from  the  President's  Reorganization  Project,  and  we  feel  1t  is  a  very 
serious  matter  that  action  wait  until  the  Reorganization  Rroject  1s  completed. 

Let  me  add,  however,  that  1f  you  judge  my  response  to  your  questions  on 
the  bills  to  be  Insufficient,  I  will  certainly  supply  further  comments  for  the. 
record  if  you  so  request. 

Well,  I  believe  that  I've  covered  just  about  everything  that  your  written 
questions  wanted  to  get  at.  I'm  sure  you  will  want  to  ask  us  some  questions 
now.  But  let  me  just  conclude  by  saying  that  I  hope  you  are  as  excited. as  we 
are  by  what  I  feel  must  be  obvious— that  real  and  meaningful  action  1s  now 
being  taken  in  the  Executive  Branch  to  finally  make  rural  development  a  major 
concern  at  both  the  policy  and  the  program  levels.  I  have  tried  to  share  with 
you  some  of  the  dynamics  of  this  new  situation,  with  action  taking  place  on  so 
many  different  fronts  ranging  from  the  restructuring  of  Fanners  Home  to  the 
development  of  the  totally  new  Investment  strategy  concept  to  the  solid 
evidence  of  USDA  elevating  rural  development  to  Its  rightful  position  In  that 
department.  I  hope  I  leave  you  with  some  sense  of  this  excitement  that  I  feel 
about  the  progress  we  have  made  1n  this  past  year.  Thank  you  very  much. 
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Remarks  of  Other  Witnesses 

Now,  I'd  like  you  to  hear  from  some  of  the  other  witnesses  you  Invited 
here  today.  You  knew  In  Inviting  thea  that  nearly  every  Federal  department 
oversees  resources  that  are  critical  for  Improving  the  standard  of  living  In 
our  rural  areas.  The  witnesses  have  submitted  written  responses  to  your 
earlier  questions  to  them.  At  this  time,  several  of  these  witnesses  will 
speak  to  the  question  of  their  role  1n  rural  development. 
(Oral  Testimony  of  Other  Witnesses) 

I  hope  that  you  were  as  encouraged  as  I  by  the  obvious  Increased  Interest 
1n  rural  development  on  the  part  of  agencies  represented  by  the  preceedlng 
witnesses.  You  can  see  that  much  progress  1s  being  made.  But  we  all  recognize 
that  there  1s  much  more  to  be  done,  on  all  our  parts.  And  I  believe  that  the 
expanded  Fanners  Home  can  help. 

I'm  looking  for  the  day  when  every  program  manager  whose  decisions. affect 
rural  America  can  tell  me  and  you  1n  concrete  terms,  backed  up  by  hard  data, 
that  his  or  her  program  Is  reaching  X  percent  of  the  rural  people  and/or 
communities  eligible  for  participation,  that  rural  ellglbles  account  for  Y 
percent  of  those  eligible,  and  that  Z  percent  of  the  Federal  dollars  spent 
under  the  program  went  to  rural  areas.  And  where  Y  and  Z  differ  greatly,  they 
should  be  able  to  explain  why.  Furthermore,  I  want  to  reach  the  point  where 
we  and  they  can  demonstrate,  again  with  hard  Information,  that  the  distressed 
areas  and  communities  within  rural  America  are  being  served  In  proportion  to 
their  needs  and  just  how  effective  this  service  1s. 

Although  we  need  these  measurements  and  need  them  badly,  we  should  not 
lose  sight  of  the  fact  that  ultimate  test  of  our  rural  development  effective- 
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ness  Is  the  extent  to  which  we  have  helped  rural  people  and  rural  coanunltles 
attain  social  and  economic  self-detenri nation. 

Furthermore,  I  would  like  to  see  the  day  come  when  the  core  Federal 
programs  affecting  rural  areas,  coanunltles,  and  people  can  be  part  of  a 
coordinated  single  delivery  system  regardless  of  the  departments  or  agencies 
to  which  they  are  attached  for  funding  purposes.  In  addition,  I  want  to  see 
the  day  come  when  joint  Intergovernmental  rural  development  Investment 
strategies  can  be  negotiated  within  and  between  the  three  levels  of  government. 
When  that  day  comes,  I  feel  we  will  finally  have  made  the  Federal  system  of 
government  work.  Until  that  day  comes,  we  will  still  be  waging  a  fragmented 
war  on  the  problems  of  rural  America— to  the  distress  of  both  rural  and  urban 
people. 
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APPENDIX  A— Alternatives  by  Which  the  Secretary  of  Agriculture  Nay  Provide 

National  Leadership  and  Coordination  of  Rural  Development  Activities 

At  the  request  of  officials  of  the  Rural  Development  Service,  the  Notional 
Academy  of  Public  Administration  convened  a  meeting  of  Academy  members  who  had 
varying  perspectives  on  and  experience  with  Interdepartmental  coordination  In 
the  Federal  Government.  The  specific  question  addressed  was:  What  art  the 
feasible  alternatives  by  which  the  Secretary  of  Agriculture  may  Implement 
Section  603  of  the  Rural  Development  Act  of  1972?  The  fundamental  requirement 
imposed  upon  the  Secretary  by  the  Act  Is  that  he  1s  "...directed  to  provide 
leadership  and  coordination  within  the  Executive  Branch  and  shall  assume 
responsibility  for  coordinating  a  nationwide  rural  development  program  utiliz- 
ing the  services  of  executive  branch  departments  and  agencies,  and  the 
agencies,  bureaus,  offices,  and  services  of  the  Department  of  Agriculture  1n 
coordination  with  rural  development  programs  of  State  and  local  governments." 
The  Secretary  1s  to  establish  specific  goals  for  rural  development  and  to 
report  annually  on  progress.  He  is  also  authorized  to  Initiate  or  expand 
research  and  development  programs  related  to  problems  of  rural  development. 

The  1972  Act  built  upon  Title  IX  of  the  Agricultural  Act  of  1970, which   - 
first  expressed  a  general  policy  for  the  revltallzatlon  and  development  of 
rural  areas.  1/  Title  IX  provided  no  new  money,  but  called  for  a  series  of 
reports  to  Congress  on  progress  to  be  made  in  locating  Federal  facilities  1n 
"areas  or  communities  of  lower  population  density,"  on  assistance  provided  to 


\J  P.L.91-524,  Agriculture  Act  of  1970  (November  30,  1970);  Title  IX  "Rural 
Development. 

Paper  prepared  by  the  National  Academy  of  Public  Administration,  Sept.  19,  1977. 
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States  for  the  development  of  rural  multlcounty  areas,  on  efforts  by  the 
Department  of  Agriculture  to  provide  Information  and  technical  assistance  to 
small  communities,  on  the  availability  of  government  or  government-assisted 
services  to  rural  areas,  and  on  the  use  of  the  Farm  Credit  Administration  to 
fulfill  rural  financing  not  otherwise  available.  Where  Title  IX  loosely  dis- 
tributed responsibility  to  the  President,  the  Secretary  of  the  Department  of 
Housing  and  Urban  Development,  and  the  Secretary  of  Agriculture,  the  1972  Act 
pinpointed  responsibility  for  national  coordination  of  rural  development 
activities  In  the  Secretary  of  Agriculture. 

The  panel's  suggestions  and  observations  on  feasible  alternatives  for 
Implementing  Section  603  of  the  Rural  Development  Act  of  1972  were  based  on 
one  generally  accepted  assumption  and  a  proposition  on  which  there  Is  nearly 
unanimous  consensus. 

The  Assumption.  The  Secretary  of  Agriculture  should  take  seriously  the 
language  1n  Section  603,  because  Irrespective  of  widely  diverging  Interpreta- 
tions of  the  legislative  Intent,  there  Is  a  need  for  effective  policy  direction 
and  leadership  of  rural  development  activities  In  the  United  States.  This 
particular  section  was  largely  the  handiwork  of  the  Senate  Committee  on 
Agriculture.  Some  observers  believe  that  the  Rural  Development  Act  of  1972 
was  principally  a  counter thrust  to  the  bill  which  proposed  to  establish  a 
Department  of  Community  Development  which  would. have  most  of  the  development 
functions  of  the  Department  of  Agriculture.  Instead  of  transferring  key  rural 
development  functions  to  the  new  department  proposed  by  the  President  (Nixon, 
1971),  the  Rural  Development  Act  pushed  the  Secretary  of  Agriculture  toward 
governments de  coordinating  responsibility  for  rural  development  and  deeper 
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Involvement  1n  Industrial  and  other  nonfarm  concerns.  Whatever  the  legislative 
rationale,  the  Act  does  provide  the  statutory  basis  for  a  concerted  effort  to 
coordinate  Federal  department  and  agency  activities  affecting  rural  develop- 
ment. It  1s  the  only  statutory  basis  for  a  comprehensive  rural  development 
policy. 

The  Proposition.  Without  clearly  agreed  upon,  very  specific,  perhaps  even 
limited  objectives  at  the  outset.  Interdepartmental  coordination  by  an  executive 
of  one  of  several  peer  agencies  1s  unlikely  to  be  successful.  Since  1t  appears 
that  such  agreed  upon  objectives  do  not  presently  exist  with  respect  to  Federal 
rural  development  programs.  It  1s  unrealistic  to  expect  the  Secretary  of 
Agriculture  to  be  successful  1n  the  broad  purposes  of  Section  603  of  the  Rural 
Development  Act  of  1972  without  certain  preliminary  steps  having  been  taken 
first,  the  necessary  "precursor"  steps  will  be  described  later. 

The  Challenge.  The  charge  to  the  Secretary  of  Agriculture  to  coordinate 
a  national  program  of  rural  development  (Including  the  establishment  of 
specific  goals)  1s  particularly  challenging  because  of  the  fragmentation  of 
applicable  programs  across  a  number  of  Federal  departments  and  agencies  as  well 
as  within  different  organizations  at  the  State  and  community  levels  as  well. 
In  addition,  relationships  between  the  concerned  Federal  agencies  and  State 
or  local  organizations  follows  markedly  different  patterns. 

For  example,  at  the  Federal  level,  the  Department  of  Agriculture,  Commerce 
(Economic  Development  Administration),  and  Housing  and  Urban  Development  will 
be  the  prominent  participants .2/  US DA,  through  Its  own  agencies  (Agricultural 

y    Labor  (on  employment)  and  Health,  Education,  and  welfare  are  other 
participating  departments,  but  not  expected  to  be  as  prominent  at  the 
outset. 
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Stabilization  and  Conservation  Service,  Soil  Conservation  Service,  and  Extension 
Service^  has  continuing  ties  to  agricultural  activities  at  State  and  local 
levels,  but  these  are  primarily  limited  to  farming  and  not  broader  rural  pro- 
grams. The  ties  primarily  are  with  counterparts  of  Its  own  creation,  and  not 
with  general  government  agencies.  HUD  tends  to  by-pass  the  State  level 
altogether  (except  for  the  modest  relationship  with  State  planning  agencies), 
working  with  cities  and  towns  or  with  mult1jur1sd1ct1on  Councils  of  Govern- 
ment. Much  the  same  1s  true  of  Commerce's  EDA.  There  tend  to  be  stronger 
formal  ties  between  the  general  government  functions  of  planning  and  develop- 
ment at  the  State  and  local  levels  with  HUD  and  Commerce  than  Is  true  for  USDA 
programs,  although  there  1s  considerable  variation  among  regions  and  States 
across  the  Nation. 

The  1972  Act  leaves  one  critical  anomaly  unanswered.  At  the  present  time, 
an  interdepartmental  task  force  chaired  by  the  Secretary  of  HUD  1s  working  with 
White  House  participation  and  leadership,  to  define  a  comprehensive  urban 
policy.  Although  focused  on  the  problems  of  cities,  many  of  the  programs 
Involved  either  embrace  or  parallel  rural  development  programs.  Logic  would 
dictate  that  the  starting  point  of  national  policy  should  be  a  national  policy 
on  growth  and  development,  which  may  and  probably  would  have  urban  and  rural 
components  as  well  as  some  programs  which  would  apply  to  both  urban  and  rural 
areas.  An  effort  to  coordinate  a  national  program  of  rural  development  without 
a  prior  effort,  with  Presidential  support,  to  determine  the  relationship  of 
rural  development  programs  to  national  development  objectives  Imposes  unnecessary 
burdens  on  the  Secretary  of  Agriculture. 

Past  Experience.  First,  1t  Is  useful  to  review  past  experience  with 
various  mechanisms  to  achieve  "coordination*  across  several  Federal  agencies 
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In  order  to  achieve  sore  focused  progrea  effects.  Coordination  Is  not  a 
substitute  for  a— on  agreement  on  basic  goals.  In  fact.  It  Is  not  clear 
that  "coordination11  is  the  nost  effective  process  by  which  to  reach  agreement 
among  agencies  about  coaaon  goals.  The  tern  "coordination"  tends  to  be 
slippery  in  Its  aeanlng.  Seldaan  provides  one  of  the  nost  useful  operational 
definitions: 

Coordination  describes  both  a  process,  the  act  of  coordinating, 

and  a  goal:  the  bringing  together  of  diverse  elements  into  a 
harmonious  relationship  in  support  of  common  objectives   The 
power  to  coordinate  in  and  of  itself  confers  no  additional  legal 
authority  but  merely  provides  the  license  to  seek  harmonious 
action  by  whatever  means  nay  be  available  under  existing 
authorlties.3/ 

The  type  of  coordination  vested  in  the  Secretary  of  Agriculture  by  Section 

603  has  rarely  been  utilized  effectively  in  the  past.  Even  under  the  exigencies 

of  World  Mar  II,  with  leadership  from  the  Executive  Office  of  the  President, 

interagency  coordination  was  only  minimally  successful.  With  specific  ' 

reference  to  Federal  programs  aimed  at  the  State  or  local  levels,  Sundqulst 

observes: 

The  facts  of  bureaucratic  life  are  that  no  Cabinet  department 
has  ever  been  able  to  act  effectively,  for  long,  as  a  central 
coordinator  of  other  departments  of  equal  rank  that  are  Its 
competitors  for  authority  and  funds.  Nor  does  coordination 
spring  readily  from  the  mutual  adjustment  of  Cabinet-level 
equals  within  the  federal  hierarchy. 4/ 

A  number  of  organizational  variations  have  been  attempted  to  "cure" 

deficiencies  in  Interagency  coordination.  Although  the  rank  of  the  Individual 

responsible  for  convening  a  committee  or  coordinating  body  has  some  symbolic 

J7  Seidman.  Harold,  Politics.  Position  and  Power;  The  Dynamics  of  Federal 
Organisation,  2nd  ed.,  (Oxford:  new  YorK,  T975),  p.  19b.   — — — 

4/  Sundqulst,  James  L.,  and  David  U.  Davis.  Waking  Federalism  Work  (The  Brook- 
ings Institution:  Washington,  D.C.,  1969),  p.  244. 
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significance,  operationally  1t  has  made  little  or  no  apparent  difference  in  the 
effectiveness  of  coordination. 

In  order  to  provide  more  organizational  clout,  the  person  responsble 
for  chairing  the  group  may  be  shifted  from  a  department  official  to  a  senior 
official  In  the  Executive  Office  of  the  President  or  In  the  White  House. 
Such  changes  have  not  resulted  in  notably  greater  effectiveness,  except  when 
that  official  has  ready  access  to  the  President  and  stimulates  the  continuing 
attention  of  the  President.  This  year  may  be  one  of  those  moments  in  history 
when  a  President  has  an  interest  in  rationalizing  both  policy  and  organization. 

The  parallel  efforts  of  the  Carter  administration  to  develop  rational 
policies  for  complicated  objectives  embracing  programs  that  cross  several 
departmental  jurisdictions,  and  to  re-examine  Federal  organization  for  Imple- 
menting those  objectives,  are  Important  to  note.  They  cannot  be  expected  to 
work,  however,  1f  reorganization  proposals  precede  policy  determination!  At 
the  present  time,  studies  are  being  made  of  the  operations  of  local  economic 
development  programs  which  presumably  have  urban  policy  conclusions  against 
which  to  measure  organizational  objectives.  Logic  again  suggests  that  the 
organizational  framework  for  rural  economic  development  will  be  more  effective 
if  policies  relating  to  rural  development  precede  organizational  recommenda- 
tions. 

Historically,  a  legislative  mandate  has  been  supplemented  by  an 
Executive  Order  giving  explicit  direction  for  a  convening  authority,  but  this 
does  not  shift  the  location  of  authority  and  responsibility  for  substantive 
programs— the  overlap  or  conflict  on  objectives  among  which  has  resulted  in 
the  "need"  for  coordination  In  the  first  place. 
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To  sun  up,  Section  603  gives  the  Secretary  of  Agriculture  no  new  authority 
over  rural  development  progress  outside  the  Department  of  Agriculture.  It  does 
make  Mm  responsible  for  promoting  what  1s  essentially  voluntary  cooperation 
among  relevant  departments  and  agencies.  It  does  provide  him  with  a  legislative 
basis  for  requesting  Information  about  rural  development  from  sister  Federal 
agencies  and  departments  as  well  as  from  organizations  of  State  and  local 
government.  It  does  give  him  a  convening  authority  that  If  backed  by 
Presidential  Interest  and  White  House  participation  can  lead  to  effective 
policy  determination. 

Opportunities  for  Positive  Action.  This  discussion  does  not  suggest  that 
the  Secretary  of  Agriculture  should  not  take  seriously  his  role  of  leadership 
in  rural  development.  The  language  of  Section  603  does  provide  significant 
opportunity  which  can  be  exploited  by  the  Secretary  in  pursuing  more  effective 
policy  direction  for  rural  development  in  the  United  States. 

First,  Section  603(a)  provides  the  leadership  authority  for  the  Secretary 
to  undertake  more  significant,  better  focused  rural  development  programs  within 
USOA.  The  establishment  of  a  Rural  Development  Service  In  1971,  followed  by 
the  establishment  of  an  Assistant  Secretary  for  Rural  Development  In  1973,  has 
provided  the  opportunity  for  greater  visibility  of  this  function.  The  1972  Act 
also  provides  the  basis  for  the  Secretary  to  request  Increased  appropriations 
from  Congress  for  rural  development.  However,  even  without  Increased  appro- 
priations, the  Act  provides  the  rationale  for  shifting  current  resources  within 
the  Department  toward  rural  development  activities. 
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There  1s  a  certain  logic  to  establishing  a  stronger,  firmer  base  within 
USDA  1n  terms  of  strengthening  Its  own  Initiatives  on  rural  development 
before  attempting  to  provide  comprehensive  and  general  leadership  to  other 
Federal  programs  affecting  rural  development. 

Second,  at  an  absolute  minimum.  Section  603(b)  provides  the  authority 
for  the  Secretary  (or  his  designee)  to  seek  data  from  other  Federal  agencies 
or  levels  of  government  which  might  be  relevant  to  rural  development.  A  quick 
look  at  reports  submitted  1n  accordance  with  the  requirements  of  this  Section 
and  those  required  by  Section  901  of  P.L.  91-524,  suggests  that  considerably 
better  or  at  least  more  useful  Information  about  the  state  of  rural  America  Is 
needed,  especially  In  terms  of  the  Impact  of  Federal  (and  other)  programs. 
Current  reports  contain  Information  which  Is  too  highly  aggregated  and  lack  an 
evaluative  dimension. 

The  Secretary  of  Agriculture,  under  the  authority  of  Section  603, 'could 
mobilize  data  sources  and  research  capability  to  produce  an  authoritative 
report  on  the  status  and  needs  of  rural  America.  In  undertaking  such  a  report, 
several  considerations  should  be  kept  In  mind.  First,  the  problem  of  what 
constitutes  "rural"  needs  careful  and  explicit  attention.  Some  consensus  must 
be  reached  about  the  term.  Does  1t  mean  all  areas  outside  Standard  Metro- 
politan Statistical  Areas?  Or  all  areas  outside  towns  and  cities  of  2,500 
population  or  more?  Or  does  1t  mean  everything  that  1s  "nonurban"?  Agreement 
should  be  sought  among  those  departments  and  agencies  with  programs  having 
Impact  in  rural  areas. 

Second,  consideration  should  be  given  to  using  the  report  "The  People 
Left  Behind  "  as  a  model.  It  needs  to  be  as  comprehensive  as  possible,  dynamic. 
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with  appropriate  judgments  and  race—  ndatlons.  Oata  coll  action  should  not  bo 
Harlted  to  Federal  program,  but  should  Include,  to  the  extent  possible,  Infor- 
mation about  State  and  coneunlty  program,  including  perceptions  of  Federal 
program  Impact. 

An  authoritative  report,  as  described  above,  can  provide  the  foundation 
for  more  focused  action  by  Federal  agencies  as  envisioned  1n  Section  603,  taking 
full  account  of  other  actions  and  actors  In  the  federal  systaa  with  particular 
reference  to  State  and  local  governments.  Although  policy  outlines  should  bo 
developed  1n  the  near  future,  full  blown  and  detailed  rural  development  policy 
ought  to  be  based  upon  solid  facts  and  the  opportunity  for  participation  at 
the  State  and  local  levels.  The  Carter  Administration  has  stated  Its  intention 
to  confer  widely  before  Federal  policies  are  set,  putting  an  end  to  the  idea 
that  "the  Feds  know  best."  This  approach  recognizes  the  significant  differences 
that  exist  across  the  United  States. 

Because  programs  critical  to  rural  development  are  now  the  responsibility 
of  several  Cabinet-level  departments,  a  comprehensive  rural  policy  must  bo 
evolved  from  the  cooperative  efforts  of  those  departments.  By  statute  and 
tradition,  It  makes  sense  for  the  Secretary  of  Agriculture  to  chair  such  an 
Interagency  task  force.  If  the  task  force  Is  to  have  an  Impact  on  national 
policy,  however,  1t  should  be  established  with  Initiatives  from  the  President 
and  participation  and  leadership  from  the  White  House.  And  It  should  take 
Into  account  the  relationship  of  rural  development  to  overall  national  develop- 
ment objectives,  as  well  as  rational  division  of  responsibility  for  "urban" 
and  "rural"  components  of  such  objectives. 

However,  actions  already  undertaken,  and  Presidential  preference  for 
using  other  types  of  Instrumentalities,  may  not  make  this  approach  the  most 


Digitized  by 


Google 


587 

App.A-10 
feasible  at  this  time.  In  such  case,  there  1s  nothing  to  preclude  an  Inter- 
agency task  force  or  a  task  force  principally  centered  1n  the  Department  of 
Agriculture  from  producing  the  necessary  study.  In  either  case.  Presidential 
recognition  via  an  Executive  Order  or  similar  directive  would  be  helpful. 

As  members  of  the  panel  pointed  out.  Interagency  cooperative  efforts  are 
most  successful  when  there  Is  a  common,  agreed-upon  objective  that  usually  can 
be  accomplished  within  a  short  t1me-per1od— such  as  was  the  case  In  the  Alaskan 
earthquake.  Concurrent  with  efforts  to  more  precisely  define  rural  development 
policy.  It  Is  worth  exploring  whether  or  not  limited  goals  might  be  established 
In  one  or  more  functions  when  USOA  has  a  significant  responsibility  for 
current  programs  1n  which  other  agencies  also  have  a  stake;  e.g.,  housing 
(Farmers  Home  Administration' and  the  Department  of  Housing  and  Urban  Develop- 
ment), economic  development  (Farmers  Home  Administration  and  the  Economic 
Development  Aomlnl strati on),  or  the  provision  of  technical  assistance  to  small 
communities  (Extension  Service,  et  al..  Regional  Commissions,  Department  of 
Housing  and  Urban  Development).  Such  efforts  could  lead  to  more  extensive 
analysis  of  policy,  the  redefinition  of  objectives,  and  the  reallocation  of 
functions. 

The  provision  of  technical  assistance  1s  a  good  candidate  to  test  the 
"climate"  for  Interagency  cooperation  and  serve  as  a  transitional  step  in  more 
fully  developing  the  Secretary's  coordinating  role.  It  Is  least  threatening 
to  established  programs  1n  other  departments  or  agencies  and  provides1 an 
excellent  opportunity  to  use  existing  USOA  networks  to  promote  rural  develop- 
ment activities.  It  should,  however,  take  full  advantage  of  the  USOA  experience 
1n  the  1960's  to  provide  technical  assistance  on  rural  development.  The  . 
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so-called  RAD  (Rural  Areas  Development)  and  TAP  (Technical  Action  Panels) 
programs  were  not  genuine  Intergovernmental  programs. 

In  summary,  the  kind  of  coordination  suggested  by  the  language  In 
Section  603  rarely  has  been  achieved  for  the  cooperative  management  of  sub- 
stantive programs,  and  then  only  when  the  agencies  Involved  have  agreed-upon 
common  goals.  Yet,  the  Act  does  provide  the  Secretary  of  Agriculture  a  legis- 
lative charter  from  which  to  launch  positive  action. 

The  Secretary  should  seek  a  Presidential ly  established  task  force  on  rural 
development  policy,  having  participation  and  leadership  from  the  White  House, 
and  which  the  Secretary  would  be  expected  to  chair.  The  purpose  would  be  to 
define  a  national  rural  development  policy  based  upon  authoritative  findings 
from  analyses  of  the  most  recent  data  available  on  the  status  and  needs  of 
rural  America. 

Second,  the  Secretary  should  explore  established  short-term,  pragmatic 
goals  on  an  interagency  basis  for  those  programs  where  USDA  shares  an 
Interest  and  Impact  on  rural  development  with  other  Federal  agencies. 

Third,  the  Secretary  should  take  the  lead  1n  launching  an  Initiative 
In  rural  development  through  the  provision  of  technical  assistance.  Inviting 
the  cooperation  and  participation  of  other  Interested  departments  and  agencies. 

No  one  of  these  steps  need  await  action  on  the  others.  Depending  upon 
an  assessment  of  the  opportunities,  they  can  be  undertaken  concurrently  or  In 
a  preferred  sequence. 
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Participants  In  Rural  Development  Discussion 
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APPENDIX  B~Coord1  nation  at  the  Program  Laval 

Coordination  that  actually  gets  to  the  core  of  the  needs  of  rural  people 
and  their  communities  requires: 

1.  A  common  data  base  and  the  sharing  of  resulting  data  1n  an  organized 
manner.  Many  agencies  continue  to  fall  to  break  down  their  data  on 
an  urban/rural  or  metro/nonmetro  split.  In  turn,  they  do  not  require 
the  regions.  States,  or  communities  using  their  programs  to  report  on 
an  urban/rural  basis.  Therefore,  Federal  coordinators  often  find  It 
Impossible  to  know  what  1s  taking  place  relative  to  Important  Federal 
programs  1n  rural  areas. 

2.  A  common  or  at  least  mutually  supporting  monitoring  and  evaluation 
system.  Without  this,  there  can  be  no  early  warning  system  to  enable 
program  agencies  to  provide  additional  outreach,  adjust  certain  admin- 
istrative requirements,  or  even  provide  additional  technical  assistance 
to  rural  communities  attempting  to  achieve  an  effective  program.  Many 
evaluations  do  not  measure  or  even  describe  the  effectiveness  of  a 
given  program  1n  urban/rural  terms. .  Thus,  they  do  not  provide  guidance 
for  shaping  rural  development  strategies. 

3.  A  mutually  supporting  research  and  demonstration  approach.  Too  many 

opportunities  are  missed  1n  this  area  to  bring  Into  sharper  focus  the 

special  rural  problems  which  have  to  be  overcome  If  a  given  concept  or 

program  idea  Is  to  be  overcome  1n  solving  rural  problems.  An  essential 

element  1n  achieving  this  desired  approach  Is  seed  money  to  jointly 

Initiate  or  stimulate  action  with  other  agencies. 

Paper  prepared  by  Policy  Coordination  and  Training  Staff ,  FmHA,  U.S. 
of  Agriculture,  Apr.,  1978. 
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4.  A  common  or  coordinated  mechanism  for  utilization  of  knowledge.  Too 
often,  studies,  reports,  and  federally  supported  workshops  on  matters 
of  categorical  or  general  concern  are  not  made  available  to  rural 
people  or  their  Institutions  1n  a  manner  useful  to  them.  This  becomes 
a  serious  Impediment  to  the  development  of  rural  development  strategies 
involving  local  people.  When  rural  people  cannot  make  use  of 
Important  knowledge  to  buttress  their  thinking  or  planning,  they  may 
conclude  that  some  higher  authority  1s  forcing  something  on  them. 
Mutually  supporting  training  of  rural  people  and  their  leaders  1s 
another  essential  component  of  a  solution  to  this  problem. 
To  overcome  these  problems,  certain  initiatives  have  been  taken  by  USDA 
and  other  agencies.  The  response  to  question  4,  on  rural  data  problems,  is 
highly  significant  to  problem  area  1.  Some  detailed  examples  of  that  overall 
effort  are  discussed  below. 

HEW,  for  example,  1s  examining  techniques  to  provide  data  on  an  urban/ 
rural  or  metro/nonmetro  basis  for  human  development,  aging,  and  the  health  field. 
We  hope,  soon,  to  set  up  a  USDA-HEW  working  group  of  program  and  data  and 
reporting  staffs  to  study  and  recommend  relevant  techniques  for  this  effort. 
Similar  efforts  are  under  discussion  with  the  Department  of  Labor  and  the 
Department  of  Transportation.  Success  here  will  mean  that  someday  we  will  be 
able  to  say  with  assurance  how  many  CETA  slots  or  how  many  vehicles  for  the 
elderly  and  handicapped  exist  1n  small  towns  or  rural  areas. 

Although  we  have  not  made  a  systematic  breakthrough  on  problem  area  2— 
program  evaluation— certain  projects  of  special  Interest  to  the  rural  elderly 
are  now  providing  us  with  the  opportunity  to  make  some  progress  here.  We  are 
particularly  Interested  1n  a  program  for  the  training  and  employing  of  the 
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rural  elderly  as  nome  health  care  workers.  Three  agencies— the  Department  of  Labor, 
the  Fanners  Home  Administration,  and  the  Extension  unit  of  the  Science  and  Educa- 
tion Administration— have  cooperated  in  the  development  of  a  project  under  this 
program  which  addresses  key  income  and  health  problems  that  are  barriers  to  a  better 
life  for  the  rural  elderly.  The  rural  elderly  specialist  from  the  rural  develop- 
ment policy  unit  of  the  Farmers  Home  Administration  1s  expected  to  help  Monitor 
and  evaluate  this  project  so  that  results  can  be  used  in  other  functional  areas. 

Other  progress  has  also  been  evident  in  the  area  of  program  evaluation. 
For  example,  our  health  specialist  has  been  a  member  of  HEW-organlzed  rural 
health  teams  to  visit  the  site  of  rural  health  programs  for  monitoring  purposes. 
There  will  also  be  a  monitoring  and  evaluation  role  for  our  transportation 
specialist  in  a  proposed  DOT  study  on  rural  roads  which  will  include  a  focus 
on  the  needs  of  agriculture  and  rural  development.  And  representatives  of 
USOA  will  participate  on  an  interdepartmental  committee  to  monitor  and  evaluate 
Agricultural  Stabilization  and  Conservation  Service  programs  on  the  Navajo 
reservation. 

In  problem  area  3— research  and  demonstration— some  progress  1s  evident. 
For  example,  a  coordinated  rural  health  research  project  involving  USOA  and  HEW 
agencies  is  underway.  And  DOT  and  USOA  are  cooperating  on  the  above-mentioned 
study  of  rural  roads.  And  through  the  initiatives  of  our  rural  elderly 
specialist,  the  Federal  Council  on  Aging  will  sponsor  research  on  service 
delivery  costs  to  the  rural  elderly.  It  is  anticipated  that  the  elderly 
specialist  will  participate  in  this  study. 

In  problem  area  4— the  need  for  better  dissemination  and  use  of  the  volu 
of  community  development  information  being  produced— significant  progress  1s 
occurring  through  the  use  of  training  as  a  means  of  producing  a  common  or 
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coordinated  mechanism  for  utilization  of  knowledge.  Training  to  support 
Federal  initiatives  to  strengthen  the  capacity  of  rural  communities  to  improve 
the  quality  of  life  for  their  residents  is  a  priority  requiring  close  coopera- 
tion among  several  Federal  and  State  agencies.  For  the  past  2  years,  the  Rural 
Development  Service  has  sponsored  efforts  by  two  Regional  Rural  Development 
Centers  to  develop  training  programs  designed  to  achieve  these  objectives. 
These  and  related  training  activities  are  discussed  more  fully  1n  the  response 
to  question  7. 

The  education  work  of  the  Cooperative  Extension  Service  to  apply  the 
wealth  of  community  development  knowledge  being  generated  is  discussed  in  the 
response  to  question  2. 

Once  we  recognize  these  general  types  of  problem  areas,  it  is  possible  to 
consider  some  of  the  details  involved  in  rural  development  coordination.  For 
example,  the  HUD/USDA  Rural  Housing  and  Community  Development  Areawlde  Demon- 
stration, which  appears  to  be  limited  to  two  Federal  departments,  actually  can 
involve  DOL/CETA,  ARC,  and  HEW  funds. and  resources.  The  Rural  Health  Clinic 
Service  Act  projects  will  also  entail  multiagency  coordination.  The  training 
of  the  elderly  as  in-home  service  helpers  mentioned  previously  1s  another  such 
example,  involving  as  it  does  USDA,  DOL,  and  AOA. 

Although  coordination  in  such  projects  1s  very  Important,  it  1s  still 
limited  to  coordination  around  a  given  categorical  program.  Section  603  goes 
further.  It  envisions  coordination  between  categorical  programs,  as  well  as 
within  them.  In  other  words,  1t  envisions  a  holistic  approach.  And  not  just 
within  rural  areas.  Rural  areas  must  also  be  considered  within  the  context  of 
their  urban  neighbors. 
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To  show  what  1t  means  to  try  to  exercise  the  leadership  and  coordination 
mandate,  let's  look  at  what's  Involved  at  the  project  level  In  just  one  field- 
transportation. 

Many  communities  today  are  facing  significant  changes  1n  the  availability. 
of  transportation.  Both  air  and  land  transportation  services  affecting 
commodities  and  people  are  disappearing  in  many  areas  of  the  country.  For 
Instance,  In  the  next  few  years,  almost  23,000  miles  of  rail  stand  to  be 
abandoned  or  discontinued.  Almost  all  of  these  are  1n  rural  areas,  and  serve 
rural  communities  and  small  towns.  The  grain  States  are  particularly  hard  hit. 
South  Dakota,  Iowa,  Minnesota,  and  Wisconsin  face  the  prospect  of  losing 
23.6  percent  of  their  1976  rail  miles. 

At  the  same  time,  the  realignment  of  the  secondary  (rural)  road  system 
required  by  the  Federal  Aid  Highway  legislation  has  meant  that  over  200.000 
miles  of  such  roads  eligible  for  Federal  assistance  1n  1973  no  longer  are 
eligible.  This  1s  roughly  one-third  of  such  roads  1n  existence  In  1973.  The 
grain  States  mentioned  above  have  been  affected  as  follows:  South  Dakota  has 
lost  Federal  support  for  21  percent  of  Its  secondary  roads;  Iowa,  60  percent; 
Minnesota,  46  percent;  and  Wisconsin,  35  percent.  This  loss  of  assistance 
means  an  Increased  repair  and  maintenance  bill  for  local  communities.  In 
addition,  1t  can  also  mean  greatly  increased  local  costs  for  the  replacement 
and  rehabilitation  of  bridges  and  culverts  1f  the  roads  happen  to  be  1n 
communities  Impacted  by  rail  abandonment,  since  their  road  system  must  then 
accommodate  sharply  Increased  truck  traffic  and  weight  loads. 

At  the  same  time,  a  large  and  growing  number  of  small  towns  and  rural 
areas  face  the  loss  of  air  service.  Since  1965,  114  small  cities  lost  service 
and  189  faced  suspension  of  their  service.  In  broad  terms,  this  has 
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about  because  air  carriers  that  are  certificated  receive  Federal  subsidies; 
and  a  percentage  of  connecting  ticket  fares  have  been  authorized  for  use  in 
replacing  their  propeller-driven  planes  by  jets.  However,  only  relatively 
large  air  fields  can  take  jets.  So,  as  propeller  planes  are  phased  out,  the 
carriers  have  been  authorized  to  discontinue  service  to  those  communities 
lacking  jet  facilities.  Those  towns  may  then  fall  back  on  air  taxi  service  to 
a  jet  port.  But  an  air  taxi  service  1s  not  certificated  and  1s  not  entitled 
to  either  Federal  subsidies  or  the  percentage  of  connecting  ticket  fares. 

With  buses,  the  problems  are  just  as  serious.  The  number  of  public 
transit  operations  in  small  towns  and  rural  areas  has  dwindled  almost  to 
nothing.  Of  20,000  towns  of  under  50,000  people,  only  313  still  have  a  public 
transit  system.  Intercity  bus  lines  yearly  reduce  their  service  to  rural 
communities  not  on  an  interstate  highway.  In  many  regions,  over  one-third  of 
the  rural  counties  lack  even  a  taxi  cab. 

In  1973,  Congress  voted  a  set-aside  of  up  to  $500  million  for  UMTA  to 
spend  for  capital  equipment  1n  nonurbanlzed  areas.  Under  the  previous- 
administration,  this  program  was  described  by  the  Secretary  of  Transportation 
1n  the  National  Transportation  Policy  Statement  issued  1n  September  1975  as  a 
key  element  of  that  policy.  Since  inception,  only  $23  million  has  been  spent 
1n  26  States  for  the  acquisition  of  equipment—for  a  total  of  379  buses.  And 
almost  all  serve  just  the  city  limits  of  the  small  urban  area  grantee,  not  the 
surrounding  rural  countryside  or  surrounding  smaller  communities— most  likely 
because  the  grants  did  not  cover  operating  expenses,  only  equipment  costs. 
Under  the  same  act,  UMTA  enabled  Its  urban  grantees  to  acquire  12,342  buses. 
The  present  Administration  has  submitted  a  bill  to  correct  these  deficiencies. 
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From  the  above  details,  it  1s  clear  that  rural  transportation  concerns 
require  multiple  Interfaces  and  system  analysis  procedures.  UMTA,  Federal 
Rail  Administration,  Federal  Highway  Administration,  ICC,  CAB,  and  the  Office 
of  Rural  Policy  1n  DOT  are  not  the  only  agencies  Involved.  HEW  and  Its  human 
development  agencies,  health  care  agencies,  and  agencies  which  support 
Institutions  of  higher  learning;  the  Department  of  Labor  and  Its  agencies  that 
deal  with  manpower  training,  vocational  education,  and  support  for  migrant 
and  seasonal  workers,  the  unemployed,  and  the  underemployed— all  are  involved 
1n  assisting  with  transportation  1n  rural  areas  for  participants  In  categorical 
programs.  Because  of  the  Interrelationship  of  rural  transportation  and  rural 
communications,  NASA,  FCC,  and  the  telecommunications  policy  units  within  the 
Department  of  Commerce  also  have  a  vital  Interest  1n  this  problem.  Further, 
economic  development  and  community  development  problems  bring  HUD  and  HEW 
Into  the  picture. 

In  summary,  transportation  as  one  element  of  rural  development  Is  closely 
related  to  nearly  all  the  other  components  and  presents  a  laboratory  fbr 
practical  coordination— but  at  the  policy  level  that  can  be  made  to  work  only 
through  the  mandate  of  Section  603. 
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Responses  to  questions 

T.  M.  Parham,  Deputy  Assistant  Secretary,  HEW 

What  is  the  rural/urban  distribution  of  population 
groups,  categorical  problems,  and  public  or  private 
Part  I        institutions  to  which  your  major  programs  are 
Question  #  1    directed?  Where  data  problems  exist,  please  provide 
us  with  an  explanation  of  those  problems  and  what 
efforts  you  are  undertaking  to  correct  them. 

Mr.  Chairman,  the  Department  of  Health,  Education  and 

Welfare  impacts  on  and  effects  the  lives  of  every  man, 

women  and  child  in  this  county.   It  administers  more 

than  350  programs  and  its  197  8  budget  was  $164.6  billion 

dollars  of  which  89.1%  goes  for  Entitlement  programs 

such  as  Social  Security  Benefits,  Medicare,  Medicaid, 

AFDC,  SSI,  and  Social  Services.   The  remaining  10.9% 

or  $17.9  billion  goes  for  Discretionary  programs  in 

Health;  Elementary,  Secondary,  and  Higher  Education;  and 

Human  Development  Services. 

The  Department  has  limited  data  concerning  the  rural/urban 
distribution  of  those  special  populations  which  HEW  serves. 

Using  the  definition  most  commonly  used  of  rural  being  non- 
SMSAs  we  do  know  that:   based  upon  the  1976  current 
census  population  reports  that  of  a  total  U.S.  population 
of  213.6  million  approximately  57,672,000  or  27%  lived  in 
Non-SMSAs. 
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About  7.7  million  people  65  years  old  and  over  resided  in 
nonmetropolitan  areas  in  1975,  and  13.4  million  resided  in 
metropolitan  areas.   The  elderly  (65+)  constituted  13.3 
percent  of  the  nonmetropolitan  population,  compared  with 
8.6  percent  in  metropolitan  areas. 

For  both  the  under  65  and  65+  populations,  there  has  been 
a  decrease  in  recent  years  in  the  number  of  persons  who 
move  from  nonmetropolitan  to  metropolitan  areas,  and  an 
increase  in  the  number  who  move  away  from  metropolitan 
areas  to  nonmetropolitan  areas.   Considering  the  net 
difference  in  two  opposing  migration  flows  for  elderly  persons, 
there  was  a  net  difference  in  1970  of  about  90,000  in  favor 
of  those  moving  from  metropolitan  to  nonmetropolitan  areas 
during  the  previous  5  years.   By  1975,  this  net  difference 
had  more  than  tripled,  increasing  to  almost  300,000. 

In  1974,  as  in  previous  years,  the  poverty  rate  among  the 
elderly  was  higher  in  nonmetropolitan  areas  than  in 
metropolitan  areas.   About  one  of  every  five  (20.3  percent) 
elderly  people  reported  incomes  below  the  Government's 
poverty  threshold  in  nonmetropolitan  areas,  compared  with 
one  in  seven  (14.9  percent)  in  the  central  cities  and  one 
in  nine  (11.0  percent)  in  the  suburbs. 
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In  March  1974,  there  were  about  1.2  million  elderly  people 
living  in  non-metropolitan  areas  who  were  in  the  labor 
force.   The  labor  force  participation  rate  for  elderly 
males  was  slightly  higher  in  nonmetropolitan  areas  than  in 
metropolitan  areas  (24  vs.  21  percent)  and  the  same  in  both 
areas  for  females  (8  percent) .   This  is  in  contrast  to 
April  1970,  when  the  labor  force  participation  rates  for 
both  elderly  males  and  females  were  higher  in  metropolitan 
areas.   Since  1970,  these  rates  have  declined  by  several 
percentage  points  in  metropolitan  areas  while  declining 
only  slightly  in  non-metropolitan  areas. 

About  one-third  of  all  social  security  beneficiaries  resided 
in  non -metropolitan  areas  at  the  end  of  1975.   Since  non- 
metropolitan  area  residents  received  30  percent  of  the  total 
amount  payable  to  all  beneficiaries,  they  received  a  lower 
share  of  the  benefit  amount  in  proportion  to  their  number. 

The  average  monthly  benefit  amount  of  all  social  security 
beneficiaries  residing  in  non-metropolitan  areas  was  85 
percent  as  large  as  the  average  for  metropolitan  area 
residents  at  the  end  of  1970  and  86  percent  as  large  at  the 
end  of  1975.   The  differential  reflects  the  lower  paying 
jobs  and/or  greater  amount  of  self-employment  in  non- 
metropolitan  areas. 
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At  the  end  of  1975,  benefits  for  retired  workers  in  non- 
metropolitan  areas  averaged  $190.45,  compared  with  $214.80  in 
metropolitan  areas.   Comparable  averages  for  disabled  workers 
were  $214.76  and  $231.29,  respectively. 

One  in  five  of  all  AFDC  families  lived  in  non -metropolitan 
areas  in  1973.   This  represents  a  relative  decrease  since 
1971,  when  one  in  four  non -metropolitan  families  were 
receiving  AFDC  payments. 

5.5  percent  of  all  U.S.  families  received  AFDC  benefits  in 
1976.   Of  the  total  non -metropolitan  families,  it  is 
estimated  that  3.7  percent  received  AFDC  assistance,  while 
6.3  percent  of  metropolitan  families  received  such  aid. 

Approximately  7  6  percent  of  all  AFDC  families  are  headed 
by  a  woman.   The  poverty  rate  of  families  headed  by  a 
woman  in  197  5  was  32.5  percent.   The  rate  for  male-headed 
families  was  6.2  percent.   No  data  are  available  for  an 
urban/rural  comparison. 

The  range  in  benefit  levels  for  AFDC  families  varies 
considerably  between  regions  and  the  various  states. 
The  highest  paid  to  an  average  family  in  August  1977  was 
in  the  State  of  New  York  and  was  $378.51  per  month  and 
$116.92  per  individual  recepient.   While  at  the  other  end 
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of  the  spectrum  in  the  State  of  Mississippi  that  same 
month  the  average  family  got  $47.30  and  the  average 
individual  recepient  received  $14.57. 

There  are  approximately  135  counties  in  this  country 
which  have  no  physician  at  all . 

Within  the  United  States  there  are  1,888  counties  in 
non-metropolitan  areas  (non  SMSAs)  designated  in  whole  or 
part  as  medically  underserved. 

Of  the  49  million  Americans  living  in  medically  under- 
served  areas  in  October  1977,  27  million  were  non -metropolitan 
residents. 

There  is  no  current  system  for  data  collection  on  the 
characteristics  or  numbers  of  handicapped  individuals 
in  urban  and  rural  areas. 

No  matter  what  indices,  testing  systems,  or  assessment 
programs  are  employed,  researchers  have  found  that  rural 
schoolchildren  consistently  rank  lower  than  their  urban 
counterparts.   While  there  has  been  some  absolute 
improvement  in  recent  years,  the  performance  gap  between 
urban  and  rural  students  has  not  significantly  narrowed. 
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In  1970,  Census  data  show  that  there  were  500,000  rural 
adults  who  had  had  no  schooling  whatsoever. 

In  1974,  a  Census  Bureau  survey  found  that  over  2  million 
rural  adults — 8  percent  of  the  rural  adult  population — 
had  less  than  5  years  of  schooling  and  thus  were  considered 
to  be  functionally  illiterate.   Nationally,  5.3  percent 
of  adults  are  in  this  category. 

At  least  5.3  percent  of  all  rural  school -aged  children 
are  not  enrolled  in  any  school.   This  represents  a  non- 
enrollment  rate  nearly  twice  that  of  urban  areas. 

In  1970,  24.1  percent  of  Black  adults  and  30.7  percent  of 
all  Hispanic  adults  in  rural  areas  had  dropped  out  of  school 
by  the  fifth  grade  according  to  Census  reports. 

In  1970-71,  per  pupil  expenditures  in  non -metropolitan 
areas  were  $702.72,  compared  with  $851.97  in  the  central 
cities  of  metropolitan  areas,  according  to  the  National 
Center  for  Education  Statistics  (HEW) . 

There  are  more  than  14  million  students  dispersed  among 
over  10,000  independent  rural  school  districts, 
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There  are  no  precise  figures  on  proportional  distribution 
of  departmental  resources  between  urban  and  rural  populations. 
Likewise  few  of  our  programs  have  legislative  mandates  which 
require  that  allocation  of  resources  be  based  upon  some  type 
of  geographical  distribution.   By  the  very  nature  of  entitle- 
ment programs,  benefits  are  provided  based  upon  need  and 
eligibility,  no  matter  where  people  live.   For  example 
in  a  study  of  Social  Security  Benefit  payments  that  were 
distributed  between  Urban  and  Rural  counties  it  was  found  that 
there  was  an  almost  direct  one  to  one  relationship  between 
percentage  of  the  County  population  and  the  percentage  of  those 
receiving  Social  Security  benefits  going  to  that  county. 
It  is  much  more  difficult  to  make  such  determinations  for 
Medicaid,  AFDC  or  Title  XX  Social  Service  funds  where  such 
funds  are  distributed  by  formula  grants  to  the  States  with  a 
limited  ability  to  determine  how  those  funds  are  redistributed 
within  the  states. 

In  order  to  obtain  more  precise  data  it  would  require 
legislative  modification  of  the  Medicaid,  AFDC  and  Title  XX 
Social  Service  programs,  which  would  require  additional 
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reporting  and  paper  work  requirements  of  states  and  local 
providers  of  services.   Likewise  it  would  require  a 
sophisticated  accounting  system  at  the  state  and  local 
level  in  order  to  continue  to  track  funds  which  have  been 
co-mingled  once  they  reach  the  State. 

In  discretionary  grant  programs  where  the  Federal  government 
has  direct  control  over  how  and  where  the  moneys  are 
distributed,  there  are  much  more  precise  figures  available 
on  how  the  funds  are  distributed  but  even  in  those  instances 
for  example  where  we  fund  a  local  Head  Start  grantee  which  serves 
3  counties,  there  is  no  way  to  determine  how  those  funds  were 
redistributed  between  counties.   These  are  just  two  of  the 
most  significant  problems  encountered  when  attempting  to  obtain 
and  maintain  just  the  minimum  type  of  financial  data.   This 
does  not  take  into  consideration  the  gathering  of  data  on 
how  many  people  received  services,  at  what  cost  and  determining 
where  they  live. 

The  Office  of  Human  Development  Services  is  centralizing  its 
data  management  operations.   Likewise,  we  are  at  the  end  of 
the  first  year  of  receiving  the  Social  Service  Reporting 
Requirements  reports  from  the  States  which  are  beginning 
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to  produce  some  of  the  basic  client  data  which  has  been  so 
needed  but  which  has  been  so  inadequate  up  to  this  time. 
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Health  Underserved  Rural  Areas  (HURA)  Program 

In  1974,  the  Senate  Appropriations  Committee  directed  that 

the  Social  and  Rehabilitation  Services  (SRS)  make  $10 

million  available  from  existing  Medicaid  resources  to 

conduct: 

"...research  and  demonstration  projects  for 
attracting  physicians*  assistants  and  nurse 
practitioners  to  rural  scarcity  areas  to 
supplement  and  attract  additional  physicians 
manpower . 

In  addition,  such  experiments  should  emphasize 
programs  of  preventive  health  care  and  health 
education  to  gain  full  utilization  from  the 
minimum  medical  resources  available  to  a  rural 
area. " 

In  FY  1976,  funding  was  increased  to  $15  million.   Speci- 
fied emphases  included  attracting  primary  care  practitioners 
to  rural  areas,  preventive  health  care,  health  education, 
maternal  and  child  health  care,  improvement  of  early  cancer 
detection  for  rural  women,  and  biomedical  communications. 
Administration  of  this  program  was  shifted  from  the  Medical 
Services  Administration  to  the  Bureau  of  Community  Health 
Services  of  the  Public  Health  Service  in  1976. 

HURA  grants  primarily  go  to  self-sufficient  health  care 
providers  to  enable  them  to  expand  their  capability  into 
underserviced  areas.   The  objective  of  the  HURA  program  is 
broader  than  development  of  facilities  and  staff  to  provide 


Digitized  by 


Google 


557 


Question  #2 

In  terms  of  ongoing  activities,  recently 
terminated  or  planned  to  be  terminated 
activities,  and  recent  or  planned  initiatives, 
what  is  the  status  of  .the  most  significant 
efforts  of  your  agency  (department)  on  rural 
development? 

From  December  10,  1973  until  July  27,  1977  the  Department 
of  Health,  Education,  and  Welfare  had  an  Office  of  Rural 
Development.   As  a  result  of  the  Office  of  Human  Develop- 
ment Services  being  given  substantial  new  program  operating 
responsibilities  and  in  an  effort  to  streamline  and  make 
more  effective  and  efficient  the  current  organization,  the 
Office  of  Rural  Development  was  abolished  and  consolidated 
into  a  more  manageable  unit   with  other  advocacy  types  of 
staff  work.   This  action  was  taken  by  the  Office  of  Human 
Development  Services  in  order  to  reduce  to  a  more  reason- 
able level  the  management  span  of  control  of  the  Assistant 
Secretary,  (reduced  from  35  units  reporting  to  the  Assistant 
Secretary  for  HDS  to  (8)  eight)  in  an  effort  to  increase 
accountability  of  program  operations,  expand  the  ability  of 
HDS  to  work  closely  with  State  and  local  government  on  broad 
service  delivery  issues  and  to  improve   the  Office  of  Human 
Development  Services  ability  to  respond  to  the  information 
request  of  Congress,  the  Administration  and  the  public  at 
large. 

The  Department  continues  to  maintain  an  Office  of  Rural 

Health  within  the  Bureau  of  Community  Health  Services  of  the 

Health  Services  Administration.   This  office  administers  the 

Rural  Health  Initiative  and  the  Health  Underserved  rural 

areas  project  and  staffs  the  Rural  Health  Coordinating  Committee. 
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primary  health  care  services.  It  attempts  to  consolidate 
and  integrate  existing  services,  programs  and  facilities, 
and  to  supplement  them  by  filling  in  missing  elements. 

The  focal  point  of  a  HURA  project  would  normally  be  the 
staff:   a  group  practice  where  possible,  although  grantees 
have  included  community  hospitals,  state  health  and  Medicaid 
departments,  county  health  departments,  primary  care  practices 
with  a  complement  of  two  or  more  physicians  and  support 
departments,  medical  and  osteopathic  schools  and  community 
corporations.   The  grantee,  in  turn,  develops  satellite  sites 
in  community  hospitals  and  tertiary  care  in  urban  hospitals. 
Specialist  services  are  arranged  for,  and  nursing  home  and 
home  health  services  incorporated  where  appropriate.   By 
1977,  85  grantees  had  established  approximately  200  satellites. 
Over  400  physicians,  primary  care  practitioners,  clinical 
staff,  dentists,  hygientists,  and  management  personnel  are 
supported  in  the  project  sites. 
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»ural  Health  Initiative  (RHI) 

The  Rural  Health  Initiative  was  funded  in  FY  1975,  from 
the  appropriations  of  several  existing  legislative 
authorities  (Community  Health  Centers,  Migrant  Health 
Centers,  Appalachian  Regional  Commission) .   RHI  grants 
supplement  start-up  costs  and  initial  operating  deficits 
in  communities  which  have  succeeded  in  attracting  and 
planning  a  rural  health  care  delivery  project.   Some 
grant  money  is  also  available  for  planning  a  practice. 
In  FY  1977,  the  third  year  of  operation,  RHI  was  supporting  250 
projects  with  $25.5  million.   The  majority  of  these 
projects  have  National  Health  Services  Corps  personnel 
assigned. 

The  initial  thrust  of  the  RHI  program  was  directed  toward 
communities  which  could  attract  health  care  resources  and 
would  be  likely  to  be  able  to  support  these  resources 
after  RHI  funding  ended.   Initially  there  was  a  three  year 
limit  for  project  support.   Thus,  the  poorest  rural  communities 
tended  to  be  ineligible  for  RHI  funds  since  they  would  have 
needed  continuing  support.   A  recent  policy  change  permits 
efficient  projects  who  are  unable  to  continue  because  of 
inadequate  3rd  party  reimbursement  and  fee  collection  to 
apply  for  additional  funding  after  the  third  year  of  support. 
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National  Rural  Health  Goal 

In  late  1976  the  following  National  Rural  Health  goal  was 
developed  by  HEW s  Rural  Health  Coordinating  Committee, 
whose  membership  includes  USDA  representation.   The  goal 
was  developed  in  response  to  requirements  of  the  National 
Health  Planning  and  Resources  Development  Act  of  1974  and 
the  National  Consumer  Health  Information  and  Health  Pro- 
motion Act  of  1976,  and  in  response  to  the  intent  of  the 
Rural  Development  Act  of  1972. 


"To  promote  the  improvement  of  an  equal  access 
to  quality  comprehensive  health  care  services 
(primary,  preventive,  and  emergency  medical 
services)  for  the  population  residing  in  all 
rural  areas  of  the  United  States  and  its 
territories. " 
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Question  #  3 


What  are  you  doing  or  what  do  you  plan  to 
do  to  ensure  that  your  programs  and  policies 
serve  rural  residents  at  least  as  well  as 
urban  residents? 


The  Department  will  continue  its  involvement  on  the  Assistant 
Secretary's  Working  Group.   Those  Management  Information 
systems  developed  by  the  Office  of  Rural  Development  -  i.e., 
the  Federal  Assistance  to  Counties  and  to  State  project 
and  the  Federal  Assistance  Program  Retrieval  System  have 
been  transferred  to  the  Office  of  Planning  Research  and 
Evaluation  within  Human  Development  Services.   Further, 
each  of  the  program  operating  units  within  Human  Development 
Services  will  be  expected  to  maintain  rural  objectives  as 
they  relate  to  their  respective  program  responsibilities. 
Those  program  operating  and  coordination  functions  formally 
carried  out  by  the  Office  of  Rural  Development  have  been 
transferred  to  the  Administration  for  Public  Services 
within  the  Office  of  Human  Development  Services.   We  are 
convinced  that  as  a  result  of  this  reorganization  rural  concerns 
will  be  more  effectively  addressed  from  an  operations  perspective . 
rather  than  a  staff  or  advocacy  position. 
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Finally,  the  departments  intergovernmental  strategy  has 
been  substantially  reorganized.   We  are  convinced  that 
in  order  for  the  Federal  government  to  have  any  significant 
impact  on  changing  how  human  services  at  the  local  level 
are  delivered,  it  must  exercise  its  leadership  through 
convening  Leaders  at  the  Federal,  State  and  local  level 
around  specific  issues  and  work  toward  eliminating  the 
barriers  and  directly  helping  local  communities  resolve 
their  problems.   This  case  by  case  approach  to  the  problems 
of  the  poor  and  disadvantaged  in  diverse  communities  and 
a  carefully  considered  effort  to  mesh  the  various  levels 
of  governments  to  provide  solutions  tailored  to  each  of 
these  communities,  is  a  very  practical  approach  consistent 
with  the  deminishing  Federal  financial  resources  which 
are  available  for  such  efforts.   We  are  convinced  that 
this  approach  can  be  as  successfully  applied  to  Rural 
areas  as  it  is  being  applied  to  addressing  the  problems 
of  our  central  cities,  using  the  forum  of  the  Interagency 
Coordinating  Council  which  was  recently  announced  by  the 
President. 
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Question  #4 

What  are  the  most  frequent  criticisms  voiced 
by  rural  residents  with  regard  to  the  programs 
and  policies  of  your  agency  (department)? 
What  are  you  doing  to  ensure  that  your  program 
guidelines  are  sufficiently  flexible  to  cope 
with  the  diverse  settings  found  in  rural  areas 
while  meeting  the  program  purposes? 

Mr.  Chairman,  many  of  those  criticisms  most  frequently 

leveled  at  DHEW  tend  to  be  more  generic  to  all  of  those 

being  served,  be  they  city  dwellers  or  rural  farmers. 

These  criticisms  with  the  corresponding  actions  which 

have  been  taken  to  rectify  the  problems  are  as  follows: 

Problem:   Rural  areas  do  not  receive  an  eauitable 

share  of  departmental  resources. 

The  Department  has  initiated  a  study  of  how 

its  resources  are  being  distributed  between 

urban  and  rural  counties.   This  effort  entitled 

the  Federal  Assistance  to  Counties  and  to  States 

project  is  designed  to  provide  program  managers 

with  financial  as  well  as  socio-economic  data 

in  an  effort  to  ensure  that  Department  resources 

are  being  distributed  equitably. 

Problem:   Error,  fraud  and  abuse  infected  the  welfare, 

medicaid  and  student  loan  programs. 

An  aggressive  and  expanding  program  coordinated 

by  the  Inspector  General  to  reduce  error,  fraud, 

and  abuse.   Project  Integrity  (Medicaid) ,  Project 

Match  (welfare) ,  and  Operation  Cross-check 

(student  loans) .   Increased  quality  control  in  the 
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Supplemental  Security  Income  (SSI)  program,  which 
had  already  reduced  payment  errors  by  22  percent 
during  calendar  1976. 
Problem:  HEW  was  poorly  organized  and  programs  of  a 
complementary  nature  were  not  coordinated. 

Comprehensive  reorganization  of  HEW  so  that  all 
health  care  financing  programs  are  located  in 
the  Health  Care  Financing  Administration,  all 
income  suppport  programs  in  the  Social  Security 
Administration,  all  social  service  programs  in 
the  Office  of  Human  Development  Services,  and 
all  student  loan  programs  in  the  Bureau  of 
Student  Assistance,  coupled  with  reorganization 
within  each  of  the  five  operating  divisions  and 
staff  offices  of  the  Secretary. 
Problem:   The  Department  had  acquired  an  unfortunate 
reputation  for  being  unresponsive  to  the  concerns  of 
State  and  locai  governments. 

A  new  Office  of  the  Deputy  Under  Secretary  for 
Intergovernmental  Affairs,  ensuring  continuous 
consultation  on  the  development  of  all  major 
programs  and  regulations. 
Problem:   Forty-seven  million  hours  of  *the  public's 
time  were  required  each  year  to  complete  reports  to 
the  Department. 
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-  Paperwork  burden  on  the  public  reduced  by  9.5  million 
hours  (20  percent),  exceeding  the  goal     set  for 
HEW  by  nearly  6  million  hours,  and  the  government- 
wide  goal  by  2.5  million  hours. 

Problem;   HEW  regulations  covered  six  thousand  pages, 

and  were  often  inconsistent,  obsolete,  or  incomprehensible. 

-  The  launching  of  Operation  Common  Sense,  a  regulation 
reform  initiative  to  ensure  that  existing  and  new  HEW 
regulations  are  developed  promptly,  are  written  in 
clear  English,  are  devoid  of  unnecessary  administrative 
burdens,  and  are  developed  with  the  active  participation 
of  the  public,  and  to  revise  and  codify,  over  a  five 
year  period,  all  prior  HEW  regulations. 

Among  the  major  policy  problems  we  are  most  critized  for 

and  the  initiatives  we  undertook  to  resolve  them,  are  the 

following: 

Problem;   The  Social  Security  Trust  Funds  were  being 

depleted  rapidly. 

-  Social  Security  financing  legislation  that  will  ensure 
the  long-range  stability  and  viability  of  the  funds 
that  provide  income  security  to  the  Nation's  growing 
elderly  population.   This  is  the  first  step  in  over- 
hauling the  Social  Security  system,  to  be  followed 

by  proposals  on  the  disability  program,  the  treatment 
of  women,  universal  coverage,  and  other  issues. 


31-625  O  -  78  -  36 

Digitized  by 


Google 


566 


-  Paperwork  burden  on  the  public  reduced  by  9.5  million 
hours  (20  percent) ,  exceeding  the  goal     set  for 
HEW  by  nearly  6  million  hours,  and  the  government- 
wide  goal  by  2.5  million  hours. 

Problem;   HEW  regulations  covered  six  thousand  pages, 

and  were  often  inconsistent,  obsolete,  or  incomprehensible. 

-  The  launching  of  Operation  Common  Sense,  a  regulation 
reform  initiative  to  ensure  that  existing  and  new  HEW 
regulations  are  developed  promptly,  are  written  in 
clear  English,  are  devoid  of  unnecessary  administrative 
burdens,  and  are  developed  with  the  active  participation 
of  the  public,  and  to  revise  and  codify,  over  a  five 
year  period,  all  prior  HEW  regulations. 

Among  the  major  policy  problems  we  are  most  critized  for 

and  the  initiatives  we  undertook  to  resolve  them,  are  the 

following: 

Problem;   The  Social  Security  Trust  Funds  were  being 

depleted  rapidly. 

-  Social  Security  financing  legislation  that  will  ensure 
the  long-range  stability  and  viability  of  the  funds 
that  provide  income  security  to  the  Nation's  growing 
elderly  population.   This  is  the  first  step  in  over- 
hauling the  Social  Security  system,  to  be  followed 

by  proposals  on  the  disability  program,  the  treatment 
of  women,  universal  coverage,  and  other  issues. 
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Problem:   The  public  was  deeply  disillusioned  with  an 

incomprehensible,  inefficient  welfare  system. 

-  The  development  and  submission  to  Congress  of  a 

comprehensive  welfare  reform  program  was  initiated  to 
provide  better  job  opport unties  and  better  income 
to  those  in  need. 


Problem:   Hospital  costs  were  rising  at  an  annual  rate 
of  15  percent,  and  other  health  costs  were  increasing 
more  sharply  than  the  cost  of  living  generally. 

-  The  development  and  submission  to  the  Congress  of 

a  proposal  to  limit  increases  in  escalating  hospital  revenues 
to  approximately  9  percent  a  year.  Action  to  speed  the  formation 
of  Health  Maintenance  Organizations.   Implementation  of 
the  Health  Planning  Act  to  cut  down  on  unncessary 
facilities  and  equipment. 
Problem:   The  Federal  investment  in  education  was  not 
adequately  focused  on  the  development  of  the  basic  skills, 
much  less  the  job- re la ted  skills,  to  prepare  people  for 
work. 

-  Task  Force  on  basic  skills  and  competency  testing. 
Increased  funding  for  programs  under  Title  I  of  the 
Elementary  and  Secondary  Education  Act. 

Problem:   The  rights  of  minorities  and  the  handicapped 
to  equal  educational  opportunity  and  health  and  human 
services  were  unenforced. 
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Issuance  of  long-overdue  Section  504  regulations 
protecting  the  handicapped  and  a  sharp  increase 
in  Office  for  Civil  Rights  personnel  to  actively 
enforce  antidiscrimination  lavs. 
Problem;  HEW  was  not  using  its  leverage  and  legal 
authority  to  get  urgent  tasks  accomplished  in  the 
health  field. 

Actions  were  initiated  to  increase  immunization 
levels,  protect  individuals  from  involuntary 
sterilizations,  limit  research  on  prisoners, 
children  and  fetuses,  and  remove  the  potentially 
fatal  drug  phenformin  from  the  market. 

We  have  not  solved  all  or  even  most  of  the  problems,  but 
we  have  clearly  offered  legislative  and  administrative 
initiatives  to  fully  address  them. 
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Question  #  5 

As  you  know,  a  disproportionate  share  of 
the  nation's  disadvantaged  reside  in  rural 
areas.   What  are  you  doing  to  insure  that 
the  dispersed  rural  disadvantaged  — 
whether  because  of  income,  education,  minority 
affiliation,  age,  or  other  reason  participate 
fully  and  benefit  equally  from  the  programs 
and  policies  of  your  agency  (department) ? 
Has  the  Department  of  Agriculture  either  been 
of  assistance  or  in  any  substantial  way  urged 
you  to  take  these  actions? 

Mr.  Chairman,  in  an  effort  to  avoid  redundancy  we  have 

chosen  not  to  respond  to  the  first  part  of  this  question 

as  we  believe  that  our  entire  text  speaks  to  the  point  of  how 

the  department  ensures  that  the  dispersed  rural  disadvantaged 

directly  benefit^ from  our  programs. 

Concerning  whether  the  Department  of  Agriculture  has  either 
been  of  assistance  or  in  any  substantial  way  urged  these 
actions,  let  me  say  that  with  two  departments  the  size 
and  complexity  of  those  involved  there  is  frequent  and 
substantiative  exchange  between  staff.   There  have 
been  joint  participation  on  various  rural  related  staff 
committee  such  as  the  Rural  Health  Coordinating  Committee 
and  HEW  participation  on  Health,  Education  and  Manpower 
staff  committees  within  USDA.   There  have  been  joint 
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efforts  in  preparing  the  rural  development  goals  report 
annually  as  well  as  organizing  and  supporting  one 
anothers  program  efforts  particularly  in  the  area  of 
rural  health. 

There  has  been  infrequent  policy  related  contacts,  with 
minimum  contact  through  the  Assistant  Secretary's 
Working  Group.  As  a  result  there  has  been  few  opportunities 
for  the  two  departments  to  urge  actions  related  to  Rural 
Development  on  either  part  at  the  policy  formulation  level 
of  the  departments.  We  were  encouraged  by  the  meeting  held 

at  the  White_Hoase  Monday  with  tha-Jlssis^anfe-Secretarys' 
Working  Group,   It  would  appear  that  specific  actions  are 
being  taken  to  rectify  some  of  these  problems. 
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Part  II 

Question  #  1 

In  what  ways  do  the  programs  and  policies  of 
your  agency  (department)  complement,  overlap, 
omit,  or  conflict  with  the  rural  development 
efforts  of  other  federal  agencies?  What 
are  your  views  on  the  need  for  a  coordinated 
rural  development  strategy? 

Although  Section  603  of  the  Rural  Development  Act  of  1972 

requires  a  single  coordinated  Rural  Development  approach  to 

be  reported  as  part  of  its  rural  development  goals  report 

process,  there  has  been  little  opportunity  to  conduct  an 

analysis  of  the  various  departments  programs  and  policies 

in  order  to  determine  to  what  degree  HEW's  efforts  complement, 

overlap,  or  conflict  with  rural  development  efforts  in  other 

parts  of  the  executive  branch.   Clearly  such  an  analysis 

would  be  most  desirable  and  beneficial  to  all  parties 

involved,  but  to  date  no  such  analysis  has  been  conducted. 

In  our  judgment  ,  a  comprehensive  analysis  is  needed  to 
determine  the  conflicts,  overlaps,  omissions  and  similarities 
of  various  agencies  and  departments  on -going  programs  as 
well  as  their  special  rural  development  efforts.   Such  an 
analysis  would  be  the  first  step  in  the  development  of  a 
comprehensive  rural  development  strategy. 
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Question  #  2 


Do  you  feel  that  Section  603  of  the  Rural 
Development  Act  of  1972  has  been  an  effective 
tool  for  a  coordinated  rural  development  effort? 
In  what  ways  could  this  effort  be  improved  both 
between  departments,  but  also  within  your  agency 
and  department? 


Mr.  Chairman,  it  is  the  Departments  view  that  Section 
603  of  the  Rural  Development  Act  of  1972,  is 
sufficiently  broad  in  scope  and  authority  to  negate 
the  need  for  HR-10885  -  The  Rural  Development  Policy 
Act  of  1978.  We  do  not  feel  that  this  provision  of 
the  Rural  Development  Act  has  been  effectively  used 
to  date.   The  following  are  several  suggestions  on 
how  we  believe  Section  603  might  be  more  effectively 
administered: 

-  That  clearly  identified  staff  support  from 

each  agency  be  designated  to  work  on  an  on-going 
basis  as  part  of  the  staff  committee  of  the 
Assistant  Secretaries  Working  Group.  (ASWG) 
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That  the  ASWG  be  organized  around  more  policy 
issues  and  be  more  action  oriented  and  it  develop 
national  rural  development  operational  goals 
and  that  each  agency  and  department  submit 
annual  operational  objectives  related  to  those 
rural  goals. 

That  a  Management  Task  Porce  approach  be  used 
by  the  ASWG  to  identify  inter-departmental  rural 
development  issues  and  that  through  these 
inter-department  Task  Forces  these  operational 
problems  be  resolved. 

That  the  ASWG  have  an  operational  capacity  to 
conduct  cross-cutting  research  or  demonstration 
efforts  as  well  as  maintain  a  limited  operational 
program  such  as  the  Consorted  Services  in  Training 
and  Education  program. 

There  is  need  for  a  more  effective  rural  development 
planning  structure  which  would  be  tied  into  local 
and  State  Rural  Development  Committees,  in  order 
to  ensure  that  national  goals  reflect  local  and 
state  rural  development  needs  and  vice  verse. 
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Question  #  3 


H.R.  10885  and  H.R.  9983  seek  to  substantially 
increase  the  role  of  the  Department  of  Agriculture  in 
rural  development.  What  are  the  views  of  your 
agency  (department)  on  the  merits  of  these  bills 
as  currently  designed?  In  what  ways  could  these 
bills  be  changed  to  be  more  effective? 


Mr.  Chairman,  the  Department  of  Health,  Education  and 
Welfare  heartly  supports  the  concept  of  HR-10885  - 
the  Rural  Development  Policy  Act  of  1978.   The  Department 
has  been  a  strong  supporter  of  similar  efforts  as 
a  member  of  the  Assistant  Secretaries  Working  Group. 
Our  concern  is  that  we  believe  that  Section  603,  if 
effectively  carried  out,  already  gives  the  Secretary  of 
Agriculture  sufficient  authority  to  carry  out  all  of  those 
initiatives  proposed  in  this  legislation. 

We  are  concerned  that  if  this  bill  were  passed,  it  would 
suffer  from  some  of  the  same  difficulties  the  existing 
authorities  are  experiencing  which  are: 

-  Lack  of  an  infra-structure  which  ties  local 
community  needs,  priorities,  and  planning  to  a 
State  and  National  Rural  Development  Planning 
and  Priority  Setting  process. 
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-  Lack  of  a  clear  goal  and  objective  setting  process 
which  requires  each  of  the  participating  departments 
and  agencies  to  articulate  their  Rural  Development 
goals  and  to  specify  measurable  objectives  each 
year  where  the  council  might  review  and  hold  the 
respectative  agencies  accountable. 

-  Lack  of  an  action  oriented  approach  for  dealing  with 
specific  rural  community  problems  which  are  of 

a  cross-cutting  nature.   Such  as  establishing  an 
action  oriented  series  of  Task  Forces  which  would 
be  organized  around  specific  issues  and  then 
disbanded  once  the  problem  was  resolved. 

Mr.  Chairman,  concerning  the  merits  of  HR  9983  we  would 
choose  to  defer  to  the  respective  departments  most 
directly  involved.  We  would  however  point  out  that  no  matter 
where  the  program  would  be  placed,  a  substantial  part  of 
such  resources  would  most  likely  be  used  for  rural  health 
facilities.   In  such  cases f    in  addition  to  the  required  A-95 
clearances  at  the  local  level,  certificate  of  need 
would  be  necessary  from  States,  as  well  as  coordination 
with  the  local  Health  Services  Planning  Agency. 
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Question  #  4 


What  are  your  views  on  the  merits  of  the  Federal 
Rural  Development  Council  as  proposed  in 
H.R.  LG885?  in  what  ways  do  you  believe  this 
vehicle  could  be  effective  in  implementing  a 
coordinated  rural  development  strategy? 
Here  the  Federal  Rural  Development  Council 
to  be  established,  what  level  agency  officials 
would  moat  likely  participate  on  a  regular 
basis?  Doea  this  individual  have  authority 
to  authorize  changes  which  may  be  necessary 
in  agency  (department)  programs  and  policies 
affecting  rural  development? 

We  believe  that  the  Federal  Rural  Development  Council 
approach  is  a  viable  approach  if  it  is  adequately  staffed, 
and  it  organizes  itself  in  such  a  way  that  Council 
members  are  not  called  to  meetings  which  are  in  no  way 
related  to  their  departments  or  agencies  interest. 
It  may  be  that  it  would  organize  along  a  sub-committee 
issue  or  task  force  format  allowing  members  to  be  assigned 
to  Task  groups  in  their  related  areas. 

If  such  a  Rural  Development  Council  were  to  be  established, 
the  department  would  wish  to  withhold  specific  designation 
of  its  representative  until  such  time  as  a  specific  focus 
were  decided,  in  order  that  we  might  send  the  most 
appropriate  individual.  The  office  which  would  have 
primary  responsibility  for  maintaining  an  on-going 
relationship  with  the  Council  would  be  the  Deputy  Under 
Secretary  for  Intergovernmental  Affairs. 
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This  individual  would  have  the  authority  to  gain 
authorization  for  changes  which  may  be  necessary 
in  departmental  programs  or  policies. 
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Question  #  5 

One  section  of  H.R.  10805  encourages  the  creation 
of  a  policy  level  Office  of  Rural  Development  in 
federal  agencies.  Has  your  Department  tested  this 
approach  recently?  What  was  your  experience  regarding 
its  effectiveness  in  promoting  rural  perspectives 
on  the  policies  and  programs  of  your  agency  (department) ? 
What  method  does  your  agency  use  to  gain  this 
perspective  if  you  do  not  now  have  such  an  office? 
Describe  the  budget  you  would  think  necessary  for  an 
effective  Office  of  Rural  Development  if  one  were 
to  be  established  in  your  agency  (department)? 

Mr.  Chairman,  the  Department  has  previously  had  a  policy 

level  Office  of  Rural  Development,  it  was  located  within 

the  Office  of  Human  Development  Services.   The  office 

was  established  on  December  10th,  1973,  by  secretarial 

directive.   Its  purpose  was  to  identify  barriers  to  the 

delivery  of  Departmental  services  to  rural  areas,  recommend 

alternative  human  service  delivery  systems  for  rural 

areas,  to  coordinate  Departmental  Rural  Development 

activities  with  those  outside  the  department  as  well  as 

within  the  major  components  of  the  Department. 

As  with  any  organizational  structure  there  have  been 
mixed  experiences  regarding  its  effectiveness. 
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As  a  separate  and  identifiable  unit  with  a 
designation  of  Office  of  Rural  Development 
within  the  department,  it  brought  an  increased 
awareness  of  the  problem,  and  helped  to  focus 
departmental  efforts.   Conversely  it  tended  to 
dissipate  some  rural  development  efforts  which 
might  have  taken  place  in  our  line  operations. 

The  Office  was  located  within  one  of  the  line 
operating  components  of  the  department  which  tended 
to  make  it  more  operational  in  orientation  than 
acting  as  a  true  staff  office.   Likewise,  in 
placing  a  staff  office  in  a  line  operating  agency 
OHDS  was  in  the  position  of  coordinating  peers 
in  Health,  Education,  and  Social  Security. 

In  a  department  this  size  there  is  a  clear  need 
for  such  a  staff  function  to  be  carried  out,  with 
corresponding  program  operation  units  within  each 
of  the  major  operating  units,  such  as  the  Office 
of  Rural  Health. 
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As  previously  Indicated  the  functions  of  the  Office  of 
Rural  Development  are  being  dispersed  within  the  Office 
of  Human  Development  Services  with  primary  leadership  for 
intergovernmental  coordination  being  carried  out  by  the 
Deputy  Under  Secretary  for  Intergovernmental  Affairs  and 
in  the  Administration  for  Public  Services  within  Human 
Development  Services. 

It  would  cost  approximately  $150,000  per  year  to  maintain 
a  small  staff  office  within  HEW.   This  would  not  include 
resources  of  any  extensive  research  or  evaluation  projects , 
nor  operating  programs. 

Mr.  Chairman  this  concludes  our  formal  written  response. 
Should  you  wish  further  details  on  any  point  raised  in 
this  response  please  contact  us. 
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Responses  to  Questions 
PART  I     Conmunity  Services  Administration 

1.   WHAT  IS  THE  RURAL/URBAN  DISTRIBUTION  OF  POPULATION  GROUPS, 
CATEGORICAL  PROBLEMS,  AND  PUBLIC  OR  PRIVATE  NSTITUT10NS 
TO  WHICH  YOUR  MAJOR  PROGRAMS  ARE  DIRECTED?  WHERE  DATA 
PROBLEMS  EXIST,  PLEASE  PROVIDE  US  WITH  AN  EXPLANATION  OF 
THOSE  PROBLEMS  AND  WHAT  EFFORTS  YOU  ARE  UNDERTAKING  TO 
CORRECT  THEM. 

All  programs  of  the  Community  Services  Administration  are 
addressed  to  the  poor;  a  disproportionate  share  of  the  poverty 
population  lives  1n  rural  areas  -  one  person  out  of  every 
six  as  compared  to  one  person  out  of  every  nine  In  metro- 
politan areas.  Our  programs  are  carried  out  largely  through 
a  network  of  local  Community  Action  Agencies,  Community 
Development  Corporations  and  State  Economic  Opportunity 
Offices.  Through  these  networks  and  a  changing  array  of 
limited  purpose  agencies,  CSA  addresses  a  broad  spectrum 
of  the  problems  of  the  rural  poor. 

A  special  rural  poverty  population  addressed  by  CSA  programs 
is  the  migrant  and  seasonal  farmworkers  group.  In  FY  1977 
farmworker  programs  for  CSA  totaled  $7.2  million. 

This  included  $2.7  million  for  Community  Food  and  Nutrition 
through  seven  conduit  agencies  on  the  migrant  stream,  $2.4 
million  for  Emergency  Energy  Conservation  and  $2.1  million 
for  Research  and  Demonstration  and  Training  and  Technical 
Assistance.  Research  and  Demonstration  activities  Included 
establishment  of  a  data  col  ection  network,  Energy  R&D, 
establishment  of  a  Hotline  for  migrants  1n  need  of  assistance 
and  a  feasibility  study  of  health  benefit  coverage  for  farmworkers. 

In  FY  1978,  $4  million  is  set  aside  for  Community  Food  and 
Nutrition,  $4  million  for  energy,  $1  million  for  R&D  with 
roughly  $200,000  for  training  and  technical  assistance. 

CSA  also  directs  energy  and  attention  to  problems  that  have 
particular  rural  characteristics  -  housing  is  one  of  them. 

CSA  currently  has  an  appropriation  of  $6  million  dollars  under 
Section  232  of  the  CSA  Act  earmarked  for  rural  housing.  One 
primary  goal  of  the  Housing  Program  1s  the  mobt  iat1on 
of  resources  from  other  Federal  agencies  specifically  FmHA 
and  HUD.  The  range  of  activities  carried  out  by  these 
grantees  1s  very  extensive  and  Includes  the  following  major 
housing  activities: 
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(1)  Small  Town  Community  Development  Project  -  previous 
technical  assistance  to  effect  infrastructure  develop- 
ment (e*g.  water  *  smr,  zoning  and  Kg  using  projects) 

In  depressed  small    towns  with  heavy  minority  populations 
and  newly  elected  public  officials  inexperienced  in 
managing  Municipal  affairs  and  unfamiliar  with  State 
and  Federal  grant  progress. 

(2)  Management  Services  to  assist  grantees  1n  the  acquisition 
and  maintenance  of  default  housing  for  low-Income 
Individuals.     This  activity  will  Involve  both  single 

and  multl -family  units. 

(3)  Innovative  Housing  Packaging  Programs  -  to  assist 
Tow-fVeone  groups  in  developing  effective  packaging 
techniques  to  obtain  FmHA  and  HUD  subsidies  for  Self- 
Help  projects,  home  repairs     rehab      tatlon  projects, 
and  multl -family  new  construction  units. 

(4)  State-Wide  Housing  Development  Corporations  -  designed 
to  provide  technical    assistance,   seed  money,  training 
and  advocacy  support  for  local  grantees  and  low-Income 
families.     Also    these  KOCs  would  provide  support  to 
rural  public  housing  authorities  In  management  and 
consolidation  efforts. 

(5)  Housing  Services  -  which  provide  assistance  to  tenant 
organizations,  fair  housing  assistance  to  low-Income 
families  and  groups,  homeownershlp  and  default  counseling, 
homesteading,  as  well  as  advocacy  and  legal  services  for 
individuals  and  families  who  must  find  adequate  shelter 
or  who  are  faced  with  foreclosure  or  eviction. 


(6)  Development  of  Housing  Factory  Delivery  Systems  -  to 
improve  upon  the  efficiency  of  the  construction  techniques 
used  in  building  low  cost  housing.     An  additional  benefit 
will  be  the  utilization  of  unemployed  and  underemployed 
persons  and  their  training  in  high  potential  building 
trade  skills. 

(7)  Investment  Housing  Subsidy  Program  -  this  program  Is 
designed  to  conduct  experiments  on  alternative  financing 
mechanisms  for  low-cost  housing  production. 

We  are  certainly  aware  of  the  general  absence  and  Inadequacy 
of  information  concerning  rural  residents,  the  areas  in  which 
they  live,  and  the  programs  available  to  them. 
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In  certain  specific  problem  areas,  we  think  we  have  made 
some  positive  contributions.    However,  we  continue  to  be 
constrained  in  our  attempts  to  use  existing  data  by  problems 
of  definitions  which  we  think  can  be  solved.     I  refer  to 
the  discrepancies  in  definitions  of  the  term  rural,  which 
is  so  variously  used  that  we  find  1t  difficult  to  speak 
meaningfully  of  problems  even  when  some  Information  1s 
available. 

We  would  also  urge  that,  particularly  In  light  of  the 
current  preference  for  targeting  of  resources  and  programs, 
there  be  commonality  1n  the  definitions  of  Income  groups, 
and  that  the  ONB  poverty  guidelines,  which  we  publish 
annually,  be  the  definition  of  low-income. 
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IN  TERMS  OF  ONGOING  ACTIVITIES,  RECENTLY  TERMINATED  OR 
PLANNED  TO  BE  TERMINATED  ACTIVITIES,  AND  RECENT  OR  PLANNED 
INITIATIVES,  WHAT  IS  THE  STATUS  OF  THE  MOST  SIGNIFICANT 
EFFORTS  OF  YOUR  AGENCY  (DEPARTMENT)  ON  RURAL  DEVELOPMENT? 


One  of  the  several  rural  Initiatives  which  CSA  1s  planning 
1s  a  revltallzatlon  of  its  Interests  in  and  support  of  the 
limited  resources  farmer.  CSA  and  USDA  will  jointly  sponsor 
a  series  of  conferences,  one  In  each  of  five  geographic  regions. 

The  five  regional  sessions  will  treat  a  common  agenda.  There 
are  three  major  outcomes  expected  of  the  Conference: 

-  specification  of  problems  -  conditions  and 
causes  -  which  are  important  to  small  farmers; 

-  more  direct  access  to  Federal  programs  which 
are  intended  to  assist  the  small  family  farmer 
and  identification  of  program  improvements; 

-  preparation  of  priority  needs  for  Secretary  Bergland 
in  FY  80  policy  and  budget  statement. 
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WHAT  ARE  YOU  DOING  OR  WHAT  DO  YOU  PLAN  TO  DO  TO  INSURE  THAT 
YOUR  PROGRAMS  AND  POLICIES  SERVE  RURAL  RESIDENTS  AT  LEAST 
AS  WELL  AS  URBAN  RESIDENTS? 

The  general  mandate  of  the  CSA  1s  to  serve  low- income 
people;  certain  specific  sections  of  our  legislation  remind 
us  that  directive  is  to  be  implemented  in  a  way  that  allows 
rural  residents  to  achieve  its  purposes  and  remain  in  rural 
areas.     During  the  past  several  years,  OEO/CSA  has  not  been 
an  exception  to  the  Federal  pattern  of  underserving  rural 
areas,  and  the  magnitude  of  funding  has  lagged  behind  the 
magnitude  of  rural  poverty. 

However,  the  requested  $12  million  Increase  in  FY  '79  funds 
for  community  action  agency  support  Is  specifically  Intended 
to  further  program  growth  and  strengthening  of  "smaller" 
grantees  —  the  majority  of  which  str^/t  rural  areas. 
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WHAT  ARE  YOUR  VIEWS  ON  THE  MERITS  OF  THE  FEDERAL  RURAL 

DEVELOPMENT  COUNCIL  AS  PROPOSED  IN  H.R.  10885?  IN  WHAT 

WAYS  DO  YOU  BELIEVE  THIS  VEHICLE  COULD  BE  EFFECTIVE  IN 

IMPLEMENTING  A  COORDINATED  RURAL  DEVELOPMENT  STRATEGY? 

WERE  THE  FEDERAL  RURAL  DEVELOPMENT  COUNCIL  TO  BE  ESTABLISHED, 

WHAT  LEVEL  A6ENCY  OFFICIALS  WOULD  MOST  LIKELY  PARTICIPATE 

ON  A  REGULAR  BASIS?  DOES  THIS  INDIVIDUAL  HAVE  AUTHORITY 

TO  AUTHORIZE  CHANGES  WHICH  MAY  BE  NECESSARY  IN  AGENCY 

(DEPARTMENT)  PROGRAMS  AND  POLICIES  AFFECTING  RURAL  DEVELOPMENT? 

The  Community  Services  Administration  generally  supports  the 
concept  of  an  Interagency  rural  development  coordinating  council 
proposed  1n  H.R.  10885,  and  now  embodied  1n  the  Assistant 
Secretaries  Working  Group  for  Rural  Development.  Difficulties 
experienced  under  the  current  structure  can  be  viewed  as 
pertinent  and  should  be  considered  when  changes  are  reviewed. 
We  have  consistently  been  active  in  this  group  and  feel  that 
many  difficulties  have  grown  from  the  relatively  low  priority 
which  has  been  accorded  to  rural  development  efforts  In  the 
past.  Any  changes  which  elevate  the  importance  of  rural 
development  on  the  agendas  of  federal  agencies  would  be  helpful. 

The  pattern  of  short-funding  rural  areas  which  has  been  typical 
of  most  federal  agencies  distributing  benefits  across  the 
board  is  made  even  more  critical  when  those  resources  are 
not  distributed  in  a  coordinated  manner.  The  persistent 
absence  or  fragility  of  an  organizational  Infrastructure 
necessitates  throughtful  consideration  at  the  federal  level 
of  how  programs  can  be  made  workable  in  rural  areas.  The 
current  dynamics  of  rural  growth  and  development  make  the 
collection  and  comparability  of  useable  Information  critical. 

We  would  support  efforts  to  increase  agency  attentions 
to  these  critical  matters  and  assist  in  organizing  the 
federal  rural  effort.  Were  the  Council  enacted,  CSA  would 
provide  appropriate  level  participation  and  agency  support. 
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ONE  SECTION  OF  H.R.  10885  ENCOURAGES  THE  CREATION  OF  A  POLICY 
LEVEL  OFFICE  OF  RURA1  DEVELOPMENT  IN  FEDERAL  AGENCIES.  HAS 
YOUR  DEPARTMENT  TESTED  THIS  APPROACH  RECENTLY?  WHAT  MAS  YOUR 
EXPERIENCE  REGARDING  ITS  EFFECTIVENESS  IN  PROMOTING  PERSEPCTIVES 
ON  THE  POLICIES  AND  PROGRAMS  OF  AGENCY  (DEPARTMENT)?  WHAT 
METHOD  DOES  YOUR  A6ENCY  USE  TO  GAIN  THIS  PERSPECTIVE  IF  YOU 
DO  NOT  NOW  HAVE  SUCH  AN  OFFICE?  DESCRIBE  THE  BUDGET  YOU  WOULD 
THINK  NECESSARY  FOR  AN  EFFECTIVE  OFFICE  OF  RURAL  DEVELOPMENT  IF 
ONE  WERE  TO  BE  ESTABLISHED  IN  YOUR  AGENCY  (DEPARTMENT)? 

Our  agency  does  not  have  and  has  not  recently  had  a  policy 
level  office  of  rural  development  as  part  of  Its  organizational 
structure;  rural  efforts  within  the  agency  have  been  coordinated 
at  the  program  level  In  the  past.  This  kind  of  coordination 
1s  typified  by  the  current  mandate  to  coordinate,  at  the  local 
level,  expenditure  of  funds  for  weatherlzatfon  work  with  those 
for  the  more  extensive  repairs  authorized  by  our  Rural  Home 
Repair  Demonstration  Program. 

Generally,  we  receive  program- specific  guidance  from  groups 
of  grantees  Involved  at  the  sub- national  level  1n  Implementing 
our  programs.  For  Instance,  we  have  ad  hoc  advisory  groups 
for  most  of  our  major  program  areas.  They  Include  representation 
of  rural  areas  as  an  Integral  part  of  the  groups. 
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PART  II 


IN  WHAT  HAYS  DO  THE  PROGRAMS  AND  POLICIES  OF  YOUR  AGENCY 
(DEPARTMENT)  COMPLIMENT.  OVERLAP,  OMIT.  OR  CONftlCT  WITH 
THE  RURAL  DEVELOPMENT  EFFORTS  OF  OTHER  FEDREAL  AGENCIES? 
WHAT  ARE  YOUR  VIEWS  ON  THE  NEED  FOR  A  COORDINATED  RURAL 
DEVELOPMENT  STRATEGY? 

OEO/CSA  shares  Its  Interest  in  certain  problem  areas 
with  a  number  of  other  federal  agencies;  for  Instance, 
we  have  major  program  1n  housing,  food  and  nutrition, 
energy,  senior  services,  and  econoeric  development.    However, 
the  reason  we  have  those  programs  Is  that  In  spite  of  the 
fact  of  other  federal  efforts,  poor  people  reaaln  Inadequately 
served  In  these  critical  problem  areas.    Our  aim  In  these  prograi 
1s  to  help  1n  making  these  federal  resources  available  and 
useful  to  our  constituents. 

Certainly  there  Is  need  for  coordinated  rural  development, 
among  programs,  within  agencies  and  among  agencies.    We 
do  not  expect  that  the  best  coordination  would  obviate 
the  need  for  an  advocate  for  the  poor  among  the  rural - 
serving  federal  agencies.    We  expect  to  continue  to  be  In 
a  position,  through  our  CAAs  and  CDCs,  of  providing  services 
to  the  poor  1n  rural  areas  where  those  services  are  not 
otherwise  available  and  using  that  experience  to  advocate 
for  making  those  services  routinely  available  through  the 
federal  agency  which  has  primary  responsibility. 
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2.   DO  YOU  FEEL  THAT  SECTION  603  OF  THE  RURAL  DEVELOPMENT  ACT 
OF  1972  HAS  BEEN  AN  EFFECTIVE  TOOL  FOR  A  COORDINATED  RURAL 
DEVELOPMENT  EFFORT?  IN  WHAT  WAYS  COULD  THIS  EFFORT  BE 
IMPROVED  BOTH  BETWEEN  DEPARTMENTS.  BUT  ALSO  WITHIN  YOUR 
AGENCY  AND  DEPARTMENTS? 

Section  603  may  or  may  not  be  an  effective  tool  for  coordinated 
rural  development;  it  certainly  has  not  been  effectively 
used  to  forward  that  objective.  We  are  familiar  with  the 
difficulties  of  Implementation  that  have  characterized  this 
and  other  sections  to  the  Rural  Development  Act.  We  are 
also  aware  of  recent  efforts  to  make  the  Assistant  Secretaries 
Working  Group  a  more  useful  coordinating  mechanism. 

However,  the  issue  is  whether  or  not  coordination  among  peers 
is  workable  in  this  broad  problem  areas;  if  it  1s  workable, 
what  iclnds  of  successes  can  be  reasonably  expected,  and  how 
can  one  establish  the  processes  which  encourage  these  successes. 
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H.R.  10885  AND  H.R.  9983  SEEK  TO  SUBSTANTIALLY  INCREASE  THE 
ROLE  OF  THE  DEPARTMENT  OF  AGRICULTURE  IN  RURAL  DEVELOPMENT. 
WHAT  ARE  THE  YIEKS  OF  YOUR  AGENCY  (DEPARTMENT)  ON  THE  MERITS 
OF  THESE  BILLS  AS  CURRENTLY  DESIGNED?    IN  UHAT  MAYS  COULD  THESE 
BILLS  BE  CHANGED  TO  BE  MORE  EFFECTIVE? 

The  Community  Services  Administration  supports  H.R.  10885, 
the  Rural  Development  Policy  Act  of  1978,  creating  the 
Federal  Rural  Development  Council.    We  are  aware  that  some 
would  defer  on  this  bill,  citing  the  existing  authority  of 
the  Rural  Development  Act  and  the  anticipated  products 
of  the  President's  Reorganization  Project.    Without  be- 
littling either ,  we  suggest  that  coordinated  rural  development 
as  a  priority  within  the  Department  of  Agriculture  should 
not  be  further  delayed.     Rural  people,  especially  rural 
poor  people,  have  waited  too  long  for  equitable  treatment. 

We  believe  that  the  proposed  legislation  would  provide 
internal  changes  within  US  DA  which  could  provide  the  basis 
for  a  well -structured  and  more  significant  rural  development 
program  by  maximizing  coordination  and  effectiveness  of 
all  Federal  programs  which  focus  on  rural  areas.     CSA  has 
a  specific  legislative  mandate  to  assist  the  low-Income 
constituency  within  rural  areas: 

It  1s  further  declared  to  be  the  purpose  of 
this  title  and  the  policy  of  OEO/CSA  .   .  . 
to  enable  the  poor  living  1n  rural  areas  to 
remain  1n  such  areas  and  become  self-sufficient 
therein.     Economic  Opportunity  Act.  Sec.  201(b). 

We  are  interested  in  participating  actively  1n  the 
development  of  strategies  to  effect  a  vigorous  system 
to  deliver  services  needed  within  rural  areas. 

We  believe  that  H.R.  9983,  the  Rural  Community  Development 
Act  of  1977,  1s  considerably  more  complex    n  its    raplicattons. 
The  proposed  legislation  would  establ  sh  a  separate  community 
development  block  grant  program  for  non- metropolitan  areas 
of  twenty  thousand  of  fewer  peop  e  to  be  administered  fay  the 
Secretary  of  Agriculture.    CSA  has  already  invested  funds 
1n  support  of  efforts  to  get  answers  to  the  questions  that 
surround  the  Implementation  of  the  Community  Development 
Block  Grant  Program  in  non-metropolitan  areas.    The  findings 
of  the  first  year  study  by  Rural  Amer  ca  of  just  this  question 
are  reported  1n  Limited  Access,  now  being  printed.    I  believe 
that  Mr.  Cochran  has  acquainted  you  with  some  of  those  findings 
in  his  testimony;  I  hope  that  he  has  also  provided  you  with 
a  copy  of  the  executive  summary  of  that  report.  ' 
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We  would  like  to  make  the  following  observations: 

We  support  fully  the  principle  of  required  citizen 
participation  1n  the  development  of  grant  app it cations, 
before  submission  to  the  Secretary.  We  believe,  however, 
that  the  process  should  nsure  the  Inclusion  of  residents 
within  the  proposed  Impacted  area.  The  specific  partici- 
pation of  these  residents  would  assist  1n  the  formulation 
of  balanced  community  objectives. 

We  also  strongly  support  the  notion  of  allowing 
applicants  to  Include  programs  providing  for  "health, 
soda!  and  similar  services"  as  part  of  the  program 
activities  to  be  developed.     In  this  area,  we  believe  that 
community  action  agencies  (CAAs)     community  development 
corporations  (CDCsj  and  other  community  based  organizations 
could  provide  valuable  technical  assistance. 

We  would  also  suggest  that  once  the  program  1s  under  way,  the 
community  as  well  as  the  residents  of  the  proposed  Impacted 
area  should  be  given  the  opportunity  to  evaluate  the  program 
development.    This  evaluation  at  the  local  community  level 
would  Indicate  whether  program  objectives  are  being  accomplished. 

We  are  concerned  about  the  adv1s1bH1ty  of  establishing  a  separate 
community  development  block  grant  program  for  non- metro  towns 
of  20,000  people  and  under,  to  be  administered  by  the  Secretary 
of  Agriculture:  the  proposed  legislation  severs  the  ties 
between  funding  for  the  rural  and  urban  portions  of  what  we 
believe  to  be  a  single  national  objective  -  community  development. 

Finally*  in  any  proposed  distribution  of  funds  for 
community  development  1n  non-metro  areas,' we  believe 
that  economic  needs  could  be  measured  more  effectively 
by    ncluding  poverty  guidelines  as  one  of  the  Indicators. 
This  factor  would  enable  a  more  accurate  Identification 
of  the  communities  with  greatest  needs. 
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WHAT  ARE  THE  MOST  FREQUENT  CRITICISMS  VOICED  BY  RURAL 

RES  DENTS  WITH  REGARD  TO  THE  PROGRAMS  AND  POLICIES  OF 
YOUR  AGENCY  (DEPARTMENT)?  WHAT  ARE  YOU  DOING  TO  INSURE 
THAT  YOUR  PROGRAM  GUIDELINES  ARE  SUFFICIENTLY  FLEXIBLE 
TO  COPE  WITH  THE  DIVERSE  SETTINGS  FOUND  IN  RURAL  AREAS 
WHILE  MEETING  THE  PROGRAM  PURPOSES? 

Responses  to  our  published  guidelines  and  regulations 
are  not  generally  categorized  by  the  rural  or  urban  . 
residence  of  the  commentor;  perhaps  this  1s  one  thing 
we  should  try  to  look  at  1n  considering  ways  to  Improve 
the  responsiveness  of  our  procedures  to  the  characteristics 
of  rural  areas. 

With  regard  to  frequent  criticisms  of  the  agency  by  rural 
residents,  a  recent  report  on  the  status  of  rural  community 
action  has  provided  us  with  some  of  our  major  shortcomings. 
We  are  submitting  1t  for  the  record,  along  with  the  requisite 
summary  of  Its  findings. 

Between  October  and  December,  1977  CSA  conducted  a  series  of 
public  policy  forums  1n  each  of  the  ten  Federal  regions. 
During  these  open  meetings  approximately  600  of  CSA's 
constituents  spoke  to  their  program  needs,  their  frustrations 
with  the  existing  mechanisms  for  service  delivery,  and  their 
concerns  re  Inconsistent  and  conflicting  Federal  programs 
and  policies. 

Regardless  of  geographic  region,  spokespersons  for  the  rural 
poor  consistently  noted  that: 

-  the  most  consistent  needs  of  the  rural  poor  are 
inadequate  or  non-existent  housing,  lack  of 
transportation  or  accessibility  to  transportation; 

-  the  most  consistent  noted  absence  was  the  lack  of 
an  infrastructure  for  delivering  services,  e.g. 
access  and  connection  to  water  and  sewers; 

-  the  lack  of  an  economic  base  cripples  job  creation 
and  permanent  employment  opportunities; 

-  conflicting  eligibility  criteria  and  duplication  of 
client  intake  forms  and  Information,  data  and 
collection  systems  among  Federal  funding  sources 
divert  program  funds  and  staff  from  service 
development  and  delivery.  Outreach  and  transportation 
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are  the  key  elements  1n  rural  service  delivery.  As 
one  witness  noted,  "outreach  should  be  constant  and 
consistent;  people  hurt  just  as  much  in  rural  areas 
and  fall  through  more  program  cracks." 

-  rural  CAAs  need  more  training  and  technical 
assistance  in  grantsmanshlp  and  program 
development; 

-  Federal  non-farm  poverty  thresholds  perpetuate 
the  economic  myth  that  1t  1s  less  expensive  to 
live  1n  rural  America.  As  one  respondent  noted 
"for  the  rural  poor  and  the  elderly  regardless 
of  location,  Inflation  and  the  financial  crisis 
caused  by  energy,  food  and  the  higher  fuel 
transportation  costs  make  1t  almost  Impossible 
to  survive.11 

AS  YOU  KNOW,  A  DISPROPORTIONATE  SHARE  OF  THE  NATION'S 
DISADVANTAGED  RESIDE  N  RURAL  AREAS   WHAT  ARE  YOU 
DOING  TO  NSURE  THAT  THE  DISPERSED  RURAL  DISADVANTAGED  — 
WHETHER  BECAUSE  OF  INCOrE,  EDUCATION,  MINORITY  AFFILIATION, 
AGE,  OR  OTHER  REASON  «  PART  I  CI  PAH  FULLY  AND  BENEFIT 
EQUALLY  FROM  THE  PROGRAMS  AND  POLICIES  OF  YOUR  AGENCY 
(DEPARTMENT)?  HAS  THE  DEPARTMENT  OF  AGRICULTURE  EITHER 
BEEN  OF  ASSISTANCE  OF  IN  ANY  SUBSTANTIAL  WAY  URGED  YOU 
TO  TAKE  THESE  ACTIONS? 

See  1  &  3  Above 

USOA  has  not  been  the  Impetus  for  our  actions;  although 
we  enjoy  a  good  working  relationship  with  a  number  of 
the  segments  of  this  large  agency,  others  are  still  the 
target  of  our  efforts  to  make  federal  programs  more 
responsiveness  to  the  needs  of  the  poor. 
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